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DEFENSE PRODUCTION ACT 
Progress Report—No. 1 





FRIDAY, FEBRUARY 9, 1951 


ConGress OF THE UNITED STATES, 
Jornt ComMirree ON Derense Propuctrion, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
room 301, Senate Office Building, Senator Burnet R. Maybank (chair- 
nian) presiding. 

Present : Senators Maybank, Robertson, and Capehart ; Representa- 
tives Brown (vice chairman), Patman, Rains, Gamble, and Talle. 

The Cuarrman. I want to make a short statement here preliminary 
to the meeting so that nobody’s feelings will be offended on either side. 
Several Senators have asked me if they could come in to ask questions 
of the witnesses. Congressman Brown, vice chairman, called me yes- 
terday saying that some House Members desired to come. We con- 
ferred together and believed that the best interests of the Watchdog 
Committee, being a joint committee, would be served if only W atch- 
dog Committee members are here. I hope that meets with the ap- 
proval of the committee, because if we had allowed one Senator or one 
Congressman to come, it would have been extremely embarrassing not 
to allow all to come. 

Senator Roserrson. And the Prince of Denmark would not have 
come on the stage. 

The Cuatrman. I think we would have made no progress at all. In 
keeping this ruling, 1 hope Senator Capehart agrees with me that if 
one Senator were to come, we would have to have them all, and if one 
Congressman were to come, we would have to allow them all. Con- 
gress set this joint committee, and I think not only this meeting but 
other meetings should be limited to the members. The members, of 
course, can ask any questions that any Senator or any Congressman 
wants to them to ask. After conferring with Congressman Brown 
yesterday afternoon, we decided to abide by this ruling because a good 
many Congressmen had asked him and several Senators had asked 
tocome. Is that satisf: ictory ¢ 

If 60 or 70 people were here with some particular grievance, we 
never would get anywhere, and the committee never would function, 
and the gentlemen who are responsible for this program and who are 
the witnesses would never be able to tell the committee what they 
intended to do. So if that meets with the approval of the committee, 
we will have the meetings in the future in that manner. 

I would suggest we proceed, if it is satisfactory, by leaving it to 
Mr. Johnston and Mr. DiSalle as to who decides to make a statement 
first. Is that agreeable? 
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The Vice CuarrmMan. Yes. 

The Cuamman. We will hear whichever one desires to be heard 
first, and then if you desire to ask questions while they are being heard, 
do so, and if not, “when they finish. 

Without objection, you gentlemen go ahead. 


STATEMENTS OF ERIC JOHNSTON, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY; AND MICHAEL V. DiSALLE, DIRECTOR, 
OFFICE OF PRICE STABILIZATION 


Mr. DiSat.e. Senator, having had no idea as to what the committee 
is exactly interested in, I prepared no statement and came as well 
prepared as I could to answer whatever questions the committee 
might have. 

The Cuarrman. Mr. DiSalle, who we had in mind was a report as 
to the progress you are making. For instance, we saw yesterday 
where Mr. Johnston believed prices would continue to rise but level 
off later on. We have seen the statement in the paper today that 
there have been some people already violating the law, apparently, 
in Washington—a gas station, I remember, or restaurant, and so 
forth and so on. We would like to know what you are doing and 
have you bring us up to date. 

I might say in my absence there have been a good many letters 
written | to you gentlemen, all of which I have not seen as I have been 
in the hospital. I do not know whether these complaints are justified 
or not, but now that I am back, if anything comes to my attention that 
} believe is worthy, I am going to take the liberty of calling Mr. John- 
ston or you. 

Yesterday Senator Capehart brought up an important thing which 
Mr. Wilson could not answer. He was going to mention it to you, 
although maybe he did not have the chance because he had this man- 
power meeting later on. He brought up, for instance, that the people 
do not know what the ceiling prices are because no ceiling prices are 
osted in the stores. Our re eports are that some of the people are so 
Riclaid in the knowledge of the law that they do not know themselves 
what the prices were and have not kept the prices and do not under- 
stand them. 

So will you just proceed along what you expect to do, knowing what 
Senator Capehart suggested, and knowing what we have read in the 
papers that you gentlemen have stated. Proceed along that line. 

Mr. DiSatse. I will be very happy to make a statement of our 
actions to date and what we expect to do in the future. 

The members of the committee will remember I came before this 
committee on December 6 or 7 for a hearing on my confirmation. 
After the committee action I was sworn in on December 12. At the 
time that I appeared before the committee, I found that most of the 
members of the committee felt very definitely the need for controls 
was here. 

The Cuarrman. Let me suggest this: It is the committee’s desire 
to cooperate with you. 

Mr. DiSauur. At that time I became as familiar with the act and 
with the intent of Congress as expressed in the debates on the bill, 
as I could, and proceeded along those lines. I felt at that time Con- 
gress had indicated in the debate the desire to start with a voluntary 
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rogram. Since there was no organization of any kind at the time 
| was sworn in, I thought that was the way we should begin. 

On December 19 we issued our voluntary standards. As a result 
of the issuance of those standards we found that the people of the 
United States broke down into about three groups. There was that 
group that did everything they could to comply with the standards, 
resolving all doubts against themselves. There was a second group 
that wanted te comply with the standards but were forced into higher 
price positions because of broad pressures. Then there was a third 
group that paid no attention to standards or anything, and felt this 
was the time to raise prices indiscriminately and get what they could. 
They profiteered, they hoarded, they did everything possible to 
increase the pressures. 

In the meantime Members of Congress were making statements 
about the need for controls; official and unofficial sources were making 
statements; and this continued to build up a price pressure until early 
in January I felt that we could no longer wait and needed some sort 
of mandatory action. So we began to key our actions toward manda- 
tory controls. I think that Dr. Valentine left the agency about 
January 17. 

Mr. Jounsron. The 19th. 

Mr. DiSaure. The 19th. We at that time had been planning to 
on 13 regional offices, so after he left the agency I felt it was my 
obligation to attempt to keep the staff together that we had there, and 
to step up the program from the opening of 13 offices to 55 offices, 
giving us at least 1 district office in each State. In addition to that 
we attempted to set up some sort of organization in the Territories. 

So in the following 10 days we had to go through the mechanics 
of getting office space, telephones, and personnel to man 60 offices. 
In 10 days’ time the offices were opened. Some of them were not too 
fancy, but at least we had offices available to the public. 

On January 25, after considerable consultation for a week or 10 
days previous with Mr. Johnston and Mr. Wilson and others, we 
decided that the time had come when we had to issue our freeze order, 
and the order was issued on January 26 freezing all prices as of mid- 
night the previous day. 

We did that with the full realization that when we did it we would 
create inequities, but we felt it was much better than the great inequi- 
ties being inflicted on the mass of the American people as a result of 
indiscriminate price rises all over the country. 

Since that time we feel there has been a slowing up of the price 
increases, but we are developing problems in some of the food lines, 
meat particularly, that we will have to meet. This morning I signed 
the slaughter-control regulation, which will attempt to freeze the 
number of slaughterers and direct the allocation of meat, which, I 
think, will be helpful as the first and necessary step in the control of 
meat. 

Our enforcement situation is a little obscure at the moment, but yes- 
terday some of our people met with the Department of Justice, and 
this afternoon I have an appointment with Mr. Peyton Ford, at which 
I hope to secure clarification of their position. 

The Cuaimman. I have one suggestion—and I do not intend to tell 
anybody what to do. Having been on the Senate Banking Committee 
since 1941, I know at the time of the last war we found some instances 
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where law-enforcement officers appointed by OPA were not in good 
standing with the States. I say in some instances—in my own State. 
I believe there should be a close liaison between you and the Justice 
Department, and appointees should be acceptable to both agencies. I 
do not mean they should appoint them, but I mean it could happen 
as it happened in 1943, in 1944, and 1945. It is a tough job. I know 
that. 

Mr. DrSauxe. I am certain that we will reach some sort of agree- 
ment and get some clarification. I am not sure exactly what they 
want. As soon as I find out what they want, we will try to key 
our own situation to that. But as far as OPS is concerned, I would 
imagine that in any enforcement-—- 

The Ciaran. I did not mean to single that out. The same thing 
happened with W PB and so on. 

Mr. DiSaute. In any enforcement organization you will find unde- 
sirable people. That has always been the case. Even in police 
departments established for years and years, undesirable people will 
crop up. But we will try to do the best we can to eliminate that 
this time. It is not our purpose in conducting this program to harass 
and run people out of business. 

The Cuarrman. Under section 706 of the law it is with the Justice 
Department, Senator Bricker, a member of this committee, who 
unfortunately is not ‘here this morning, offered an amendment on the 
floor to make no doubt about it, and I accepted the amendment because 
that was my understanding when we wrote the law. 

Mr. DiSauie. We will know more about it after today. 

Representative Tatite. Mr. Chairman. 

The Cnamman. Yes. 

Representative Tarte. Do I understand that the enforcement of the 
law hes with the Justice Department ¢ 

Mr. DiSauie. That is the question we want clarified this after- 
noon. I am not sure exactly where the Department of Justice feels 
they ought to pick up and where we ought to leave off. If our hands 
are going to be tied to that extent, we are not even going to be per- 
mitted to investigate or check records 

The Cuairman. I do not think that was the intention of the law, 
but I do think the enforcement lies with them. 

Representative Tauie. I will appreciate it if that can be clarified 
because it is a very important question in my opinion. 

Mr. DiSauie. We have, for example, the case of the Housing Expe- 
diter in the enforcement of the rent-control law. 

The Cuatrrman. That is true, but you know we refused to put rent 
control in this law. 

Mr. DiSauie. That is right. I am just using that as an example 
of how the Department of Justice can cooperate in an enforcement 
program. There the Attorney General has delegated the enforce- 
ment as far as civil actions are concerned to the Office of the Housing 
Expediter, and it works out very satisfactorily. 

Representative Parman. Is the law very plain on that, Senator 
Maybank ¢ 

The Cuarrman. In my judgment it is. 

Representative Parman. Personally I did not consider it, but I 
certainly would not have agreed without comment on the Justice 
Department having this because I know it takes zealous enforcement. 
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The CHarrman,. That is right. 

Representative Parman. And I doubt in many eases you will get 
zealous enforcement through their district attorneys. I know they 
are able fellows, but sometimes they feel when they have brought up 
a case they have done their duty. 

The Cuarmman. I think this watchdog committee feels we want the 
law enforced fairly and squarely, and if anything like that happens, 
I certainly would welcome any knowledge of the Justice Department 
not doing it and call an immediate meeting. 

Representative Paraan. We have an example I think we can point 
to in the United States district judges. During the last emergency 
when we had price control a number of district judges in the country 
were always eager to break down this law. 

The Cuairman. That was judges, not district attorneys. 

Representative Parman. I know, but we can expect to find the same 
percentage of district attorneys. 

The Cuamman. | trust they will know us well enough after today 
to feel that if any such thing happens they can come to us any time 
they want to see us. 

Representative Parman. I join in your hope in that. 

The Vice Cuamman. Here is a paragraph which | think clarifies 
it to some extent. The House provided that any attorneys appointed 
for this agency could appear for and represent the agency in any 
ease, in any court. Such authority was omitted from the conference 
substitute in view of the fact that under the provisions of section 
706, which was adopted: 

All litigation arising under this act or the regulations promulgated there- 
under shall be under the supervision and control of the Attorney General. 

The Cuamman. That is litigation. They have got every right to 
investigate in my opinion. 

The Vice Cuamman. Mr. DiSalle contends he has a right to make 
investigations. 

The CnarMan. I agree on that. 

Mr. DiSatie. We will discuss it this afternoon. 

The Cuarrman. On the other hand, if the district attorney wants 
to tie up the litigation, he can do it. 

Mr. DiSauie. We do not subscribe to what has been said, that the 
law is clear on the point. We do not think the law is clear on it at 
all. We have a memordandum which states our position on it, but 
it is a long memorandum and there is no need going into it until the 
meeting. 

The Cuamman. We hope you can work it out with Mr. Peyton 
Ford. 

Mr. DiSatie. Gentlemen, I think that pretty well completes my 
statement, and I will be glad to answer any questions you might have. 

The Cuamman. Now there is a section in this law that requires you 
to fix prices and so forth. I have been told, and I do not know it to 
be a fact, and I do not bring this up because of my own State. I would 
bring it up from any other State. You have put ceilings on cotton, 
and there has not been any talk about ceilings on wheat and corn; 
the wheat market and the corn market are open and the cotton market 
is the only one closed. Am I wrong? 


79979—51——-2 
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We were very careful last year to warn the people to try to wee 
the price of cotton down through Mr. Trigg by urging him to sell 
commodity credit stocks, and urging Secretary Sawyer to limit the 
exports of cotton so we would not run out of cotton. Unfortunately 
the crop is 10,000,000 bales this year as against 16,000,000 last year. 
In Congressman Patman’s State, southwest Texas on the Rio Grande, 
at the end of this month farmers are going to start planting. I do 
not know what is best for the economy of the country, but if, as Mr. 
Johnston says, prices might still rise a little bit, the farmer, seeing 
the price of fertilizer, farm machinery, and insecticides rising to 
where it is unprofitable to plant cotton, can go into cattle, beans, peas. 
He is not limited to cotton. I would be the last one in the world to 
specify any particular thing. 

But it so happened there was a disastrous crop loss, all of which 
Mr. Trigg testified to, and it so happens right now, in Georgia or 
Alabama or wherever it is, the farmer is going to have to buy his 
fertilizer, or whatever it is, this month, and I hope you gentlemen 
will consider what Secretary Brannan did. He removed controls on 
cotton acreage. I hope it will enlarge the acreage and increase the 
production. 

I was formerly in the cotton business myself, but I have no interest 
in it now. My family and associates are still running it, but I have 
no interest. I gave up when I came to Washington. 

I know enough about it to know that if we put a ceiling on Middling 
cotton, all the buyers have to do is change around so they buy Low 
Middling at Middling price or 43-inch cotton at inch staple price, 
because nobody can police the grading of 15,000,000 bales of cotton. 
The Government cannot do it. I am just throwing this out. 

Senator Fulbright wrote me a letter on his ideas and 1 want to have 
it placed in the record. He is a member of this committee. Without 
objection, I am going to place his letter in the record. 

Mr. Jounsron. May I read this? 

The Cuarmman. Certainly you can. 

(The letter referred to follows :) 

UNtrep STates SENATE, 
COMMITTEE ON ForeIGN RELATIONS, 
February 9, 1951. 
Senator Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
Senate Ofice Building, Washington, D. C. 

Dear Mr. CHAIRMAN: Since I will be unable to attend the joint “watchdog 
committee” meeting this morning, I will appreciate your introducing into the 
record my views on critical situation in cotton industry. 

From every report I have received, there is greater confusion and demoraliza- 
tion among producers and processors of cotton than at any time in recent his- 
tory. Cotton has gone through many lean years, some prosperous years, and 
through the controlled economy of World War II. But nothing has caused 
greater consternation than the general price regulation of January 26. 

If we are to attain our cotton production goal for 1951, it is highly important 
that a satisfactory solution be found immediately. Farmers are now planning 
their cotton acreage and making arrangements for financing and labor. If 
present confusion continues, necessary 30,000,000 acres will not be planted. 

It seems logical to me that the proper starting point for controls on cotton 
is that point reached by the Office of Price Administration in its approach to 
this problem during World War II. Our 4 years ‘experience under OPA should 
not be thrown overboard for a completely new and untried regulation which 
would revolutionize a production and distribution system which has operated 
successfully for 150 years. The industry knows what it can expect from con- 
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trols patterned after the OPA regulations covering cotton products in World 
War II. These regulations may need patching but they should be tried in this 


initial period. a ¥ 
Equally important to me is the need within the stabilization agency for ad- 


ministrators and/or consultants who have had extensive experience in the cot- 
ton industry. Twelve million persons in the United States make at least a 
part of their living in cotton and their representatives should be consulted on 
problems which affect their levelihood as well as the production of a key com- 
modity in short supply. 
Sincerely, 
J. W. FULBRIGHT. 

This letter authorized by long distance telephone. Signed in Senator Ful- 
bright’s absence by John Erickson, administrative assistant. 

The Cuatrman. In the last war we started to do that. We had 
different witnesses up here and went into these 300 grades and staples 
of cotton. It just seemed like we were going to increase prices rather 
than decrease them. That is what happened in World War I with 
cotton, 

[ am not suggesting whether you should or should not—but I do 
hope representatives of industry will be consulted. There are cer- 
tainly enough people available to you who know about cotton. 

Congressman Brown is recognized. 

The Vice Cuamman. In World War II Mr. Bowles did not place 
a ceiling on raw cotton, because he knew it could not be enforced. 
He reached the problem by putting controls on textiles. You said 
there are 50 different grades and staples of cotton; there are more than 
700. If they can be reached, and 1 think they can, it is only through 
the control of textiles, 

The Cratrman. I meant 300 in the normal (rade. Of course, every- 
body has heir own type. 

When you place ceilings on raw cotton, you would have to investi- 
gate practically every bale of cotton, and you just cannot enforce it. 
Now if you place it on textiles, that should control it. 

The Carman, Plus the export controls to keep cotton in the 
country. 

The Vice CuarrMan. I am coming to that. 

Now all of the cotton industry are against placing controls on raw 
cotton. You know the reason the manufacturer is willing to do that 
is this: They have now in their warehouses about 2,000,000 bales of 
cotton. They have on call about a million and a half bales of cotton. 
There is no market for this call cotton. If you have no exchanges op- 
erating, they cannot fix the price for that cotton. When you place 
a ceiling on raw cotton you have no markets because you have no ex- 
change. That has been the custom for years and years in the cotton 
trade and in the manufacture of cotton—they protect themselves by 
buying futures, and the price cannot be stipulated without exchanges. 

The growers do not have very much cotton now, and the mills have, 
as I understand, about 85 percent enough to do them until August 1. 
There would not be very much cotton to control—something like a 
million bales or maybe less. So I think the problem can be reached like 
it was before, by control on textiles. 

I remember Mr. Bowles placed a ceiling on textiles. On approxi- 
mately 60 percent of textiles the ceiling was placed above parity 

The Cuarrman. Would you mind yielding? 
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The Vice Cuairnman. Just wait a minute. [Continuing.] And on 
40 percent it was below parity. That 40 percent controlled the price 
and cotton went much below parity. Senator Bankhead in the Senate 
and myself in the House introduced an amendment placing a parity 
ceiling on all textiles. Then we got some relief. Of course, Mr. 
Bowles’ idea was that they complied with the law because over-all 
there was a ceiling to reflect parity. ’ 

Now we have that same situation—I remember Mr. Johnston, when 
he came before our committee, made a statement that he manufactured 
some 12 or 15 building materials. He stated that on some of the com- 
modities he made a profit while he lost money on others, one of which 
was brick. I stated to him that in my district there is a company 
that manufactures more brick than anybody else, and that is all they 
do. That is the policy that caused OPA to run a lot of little fellows 
out of business. 

Did you want to ask a question, Mr. Chairmen ? 

The CuarrmMan. I was going to suggest that when they did not put 
a ceiling on raw cotton, the farmers made tremendous crops and prices 
stayed below parity. If you put a ceiling on raw cotton, the farmer, 
who is turning over his ground and paying high prices for fertilizers 
and farm machinery, is discouraged. It is Brannan’s idea and Trigg’s 
and all the cotton people—for Lord’s sake, let farmers get the cotton 
into the ground and get a good crop. 

My information is that recent sales of cotton on the outside of the 
United States have been as high as 70 cents a pound in some places, 
whereas our cotton never has gone above 42 or 45 cents or 45 cents. 

Tho Vier CHarreman. It is my understanding the intention and 
spirit of this Defense Production Act was that an agency like the 
Agriculture Department would be consulted and their views neces- 
sarily taken into consideration on agricultural commodities. 

The Coamman. That is right. 

The Vice Cuarrman. Now this bill stresses not only stabilizing 
prices but it stresses also full production. That is the main weapon 
to control inflation—production. It is my understanding that Mr. 
Brannan is against putting a ceiling on raw cotton. That is not the 
way to control it, as least if we expect to get full production. 

The Cuatmman. I might add that in Georgia and Carolina the 
cotton mill has to sell their goods sometimes 6 months in advance 
because they shift from one type of goods—from spring wear to winter 
to fall—and they have got to have futures and buy the cottan on call 
just like Macy and other stores have to buy goods 6 months ahead from 
the cotton mill. 

The Vick Cuarrman. I understand that Mr. Brannan has said in 
the next few days he would work out a plan that he thinks would 
be satisfactory to everybody and would control the price of cotton 
to a great extent. Now you desire to have ceilings on raw cotton as 
you fear it will go too high. All I am asking you to do is this. Since 
all the cotton trade, the industry and producers, all alike, believe you 
can control it by ceilings on textiles, I hope you will try out that for- 
mula instead of attempting to control raw cotton by ceilings on same, 
because I know what is going to happen. These exchanges are not 
going to open. 

Mr. Brannan and the people in the Commodity Credit Corpora- 
tion have given much thought to this subject. They are the people 
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who, under the law, are given the authority to stabilize the prices of 
agricultural products, including cotton. They all think they have a 
plan which will be worked out in a few days that would be satis- 
factory to everybody and keep cotton from rising rapidly and too 
high. Let’s give them a chance to do it. 

i think just to control the small amount of raw cotton that is for 
sale now will destroy the market, when you can reach the same results 
by control on textiles. 

Down in my county the other day a farmer took a bale of cotton to 
market and could not sell it. He could not sell it because the ex- 
changes do not give him any market there. 

The Secretary of Agriculture is calling for the production of 16,- 
000,000 bales of cotton. He will not get this much production unless 
the farmers are given some incentive to plant more acres in cotton. A 
ceiling on raw cotton at this time certainly will not encourage the 
producer to plant more cotton, 

In the first place you cannot enforce a ceiling on raw cotton. It 
is to expensive to enforce. There are many different grades and 
staples of cotton. It is not like other commodities. Mr. Bowles 
realized that, and I think we were very successful in controlling cot- 
ton before under the OPA. 

Senator Carruarr. Will the Congressman yield? 

The Ciuiamman. Do you mind if I make one remark? 

I want to say this: We knew last spring because of the dreadful 
freezes and rains that occurred in April and May which destroyed 
most of the South's cotton that this was going to come, and in the law 
we said this on page 8: 

The President from time to time shall adjust such ceiling in order to make 
appropriate allowances for substantial reduction in merchantable crop yields, 
And the crop is down from 16,000,000 to 10,000,000, as you know. 

Senator Carenarr. Mr. Chairman. 

The Cuatrman. Senator Capehart. 

Senator Careuarr. The price of cotton at the moment is what—t3 
cents ¢ 

Mr. DiSaurte. About 45, 

Senator Carenartr. What is parity on cotton? 

Mr. DiSatie. About 82 cents. 

Senator Capenarr. 30 to 32¢ 

Mr. DiSaute. Yes. 

Senator Carenartr. My question is—and I know very little about 
cotton—why should the cotton farmer have more than parity ¢ 

The Cuairman. Last year’s crop failure caused the price of cotton 
to rise above parity. 

Mr. DiSaute. I would like to go into this question 

The Vick Cuarrman. I would like to continue before you do, if 
you do not mind. 

You know the price of cotton does not affect the price of textiles 
very much. There is not over 20 cents’ worth of cotton in a shirt 
that we pay $4.50 for. Even if given all the cotton in it, you would 
have to pay $4.30. That is the trouble. 

As far as parity is concerned, I might say to the gentleman from 
Indiana, Senator Capehart, we were the first people to produce cotton. 
The first cotton gin invented was within my district, just a few miles 











10 DEFENSE PRODUCTION ACT 


from where I live. We have planted cotton all of these years. It is 
still our main money crop. On account of the boll weevil infestation 
last year, they lost through that whole section almost half the cotton 
and it cost over 40 cents to produce it. 

I know in the Mississippi Valley and some parts of Texas and Cali- 
fornia they did not have the boll weevil. 

Representative Rarns. All I would like to say is that the State of 
Alabama is a total disaster area. We are trying to get destitute re- 
lief for farmers all over Alabama. They have a bale and a half or 
two bales. 

The Cuarrman, South Carolina is the same way. 

Senator Carenartr. What would be a fair price for cotton under the 
existing conditions ? 

The Vice Prestvent. That is difficult to say because some places 
do not use fertilizer and do not have infestation of the boll weevil, 
and they make a fair profit on 45 cents. The cost of fertilizer and the 
cost of poisons to destroy the boll weevil amounts to a large sum and 
represents an important part of the cost of cotton where used. 

The Cuarmman. Increased acreage has got to come. 

The Vice Cuarmman. Of course. 

Senator Carenart. Would you recommend controlling the price 
of raw cotton if it got to 50 cents a pound ? 

The Vice Cuarrman. I still do not think you would reach the prob- 
lem. I think you reach it by controlling the textiles, and that is the 
only way you can preserve a market for cotton. 

The Cuarrman. And exports. 

The Vice Cuairman, Yes, exports also, You just cannot enforce a 
ceiling on raw cotton because you would have to investigate each 
bale. It just cannot be done. 

Senator Carenart. May I ask this question: The price of prime 
beef on the-hoof at the moment is about 42 cents a pound. That is 
the tops. What is the parity on that type beef ¢ 

Mr. DiSauie. Beef is about 25 percent over parity, too. 

Senator Carenarr. About 25 percent over parity / 

Mr. DiSauue. Yes. ' 

The Cuatrman. The only difference between cotton and beef, of 
course, you had a failure of cotton and did not of cattle. At the time 
I said they were making a mistake in shipping cotton under the Mar- 
shall plan to various countries. 

The Vice Cuairman. May I say that the world price of cotton out- 
side of the United States is 71 to 80 cents a pound. 

The Cuatrman. Yes, 70 cents. 

Representative Parman. I have heard that statement made. I 
wonder how much cotton is sold at that price. 

The Cuatrman. I do not know, but I can get it for you. 

(The information referred to has been submitted to the committee 
in the form of purchase orders. These orders, involving several thou- 
sands of bales, quote prices of 71 cents to 8314 cents per pound for 
Mexican and Brazilian cotton. These records are available in the 
files of the committee.) 

Representative Parman. I am not questioning anything said. I 
would just like to see the amount. 

The Cuairman. My information comes from the cotton trade. 
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Representative Parman. I wondered if it were any big movement 
of cotton. 

The Cuarrman. A lot is exported out of this country, as you know, 
under the Marshall plan. I objected to it at the time—let the mills 
in America run because they are the ones that pay the taxes. They 
shipped it under the Marshall plan nevertheless. There was con- 
siderable cotton sold and Mr. Sawyer and the Commerce Department 
gave the licenses to the people to export this cotton—hundreds of thou- 
sands of bales from Texas and the Gulf ports. 

The Vice Cuarrman. I want to answer Senator Capehart. He 
asked me about a ceiling on cotton. I do not think it would work at 
all—a ceiling on raw cotton. But these gentlemen have a duty to 
perform, and if cotton should go too high too quickly, with ceilings 
on textiles, they would have a right to change their order, 

Representative Rains. That is if you will get the production, Mr. 
Brown. 

You have asked a good question, Senator Capehart, a moment ago. 
You know when you establish cotton at 45 cents a pound, the cotton 
farmer in the South knows that cotton can go only one way, and that 
is down, and that is the way it always goes until he gets it out of his 
hands. The result will be, when he looks at the high insecticide bill, 
the high fertilizer bill, he will not plant it. The result will be, if 
cotton is as urgent as I understand it is in the defense program, you 
are not going to have the cotton, you are going to have less instead of 
more. We cannot grow 16,000,000 bales of cotton with a price of that 
sort when you hope to get parity, Senator, because it does not take 
care of the cost of growing it. You must remember that is not full 
parity either. 

Senator Carrnart. I have another question. When you fail to 
control the price of cotton, meats and other things in this act at the 
moment, are you not violating the act / 

Mr. DiSauie. Just as soon as Congressman Brown finishes, I would 
like to make a short statement. 

Senator Capenartr. Are you not violating the act? If you are not 
going to control cotton, are not we going to have to change the act ¢ 
The Vice Cuamman,. You have got to bear in mind production. 
Mr. DiSatie. May I make my statement? 

The CHarrMan. Senator Robertson wanted to ask a question. 
Senator Rosertrson. I would like him to get back to his statement. 
want to offer a specific recommendation. 

The Cuatrman. Go ahead. 

Mr. DiSaute. It has been my policy since I have been here, whether 
talking to a newspaperman or a citizen coming into the office, or any- 
one else, I do not believe in using any double talk, and I am not going 
to use it, especially when it comes to the members of this committee. 
And so the statement I make is going to be a very frank statement. 

The Cuatrman. Do you want it off the record ¢ 

Mr. DiSauie. No, let it goon the record. I learned a long time ago 
at city hall the best way to keep something off the record is to keep 
the door open. 

Representative Parman. You are right there. 

The Cuatrman. To put it on the record / 

Mr. DiSauuie. Yes. 


— 
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The statement was made in the beginning that Mr. Johnston has 
made some reference that prices would continue to rise. 

The Cuatrman. I read that in the paper. 

Mr. DiSatiex. My position coincides with that. I think there are 
certain things in the mill that are going to come out before we achieve 
a position where prices are going to be held. 

Senator Capenart. A question. Is that due to the law under which 
you are working, simply due to the natural economics of this Nation, 
or your inability to do it? 

Mr. DiSauuie. I think natural economics primarily. 

After the OPA issued a general price regulation in 1942, for a 
year we had constantly rising prices in this country. It was not till 
after 1943 that they began to level off and they established some sort 
of a plateau. There will be certain things that will just have to be 
adjusted before we can reach that plateau. 

Now we are in this position: We hear a lot about production, but 
there is not an industry that comes into our office but who says, “Take 
controls off our industry so you can get production. Our people need 
incentive.” And it does not apply only to the cotton, it applies to 
wool, it applies to automobiles, it applies to meat, every industry. 

The Cuarmman. You did not have the crop failure in those things 
you had in cotton, though. 

Mr. DiSauie. So we listen to that, and if we listened to those people, 
we just would not have controls of any kind. 

Now we come to cotton, and we have heard a lot about cotton in 
World War II and how Mr. Bowles approached it. Mr. Bowles’ prob- 
lem was entirely different than ours. All during Werld War IT cotton 
never reached parity. There was a carry-over supply on hand of 
20,000,000 bales each year. We do not have that situation today. 

I talked to Mr. Brannan just the other day, and he tells me they 
have about 100,000 bales on hand, and they would have to have—— 

The Cuatreman. That is the Commodity Credit Corporation you 
speak of. That does not include all the cotton in all the mills of 
Europe, Asia, America, and everything else. 

Mr. DiSauie. We still had the position that cotton had never 
reached parity. Today cotton is 125 percent of parity and has risen 
40 percent since June. 

The Cuairman. Well, that was the failure of the -_— 

Mr. DrSaute. I think in addition to the failure of the crop, it was 
the fact there was a very heavy demand for cotton. 

The Cuairman. And the exports. 

Mr. DrSauie. And the natural price rises that occur when those 
pressures are in the wind. 

Now I have talked to people who grow cotton, and a good many 
of them, in fact some experts in the field, say if they could not make 
money raising cotton at 30 cents, they had better quit. 

Now we have not placed a ceiling on the producers of cotton. There 
is no ceiling on the producer of cotton. We have placed the ceiling 
at the ginning level. We felt that was the logical place to put the 
ceiling because we have generally exempted farm products all across 
the board. 

Now we are in this position: That the minute we take this ceiling 
off—and I think the exchanges can operate if they want to operate 
within the ceiling that has been established—the minute we take this 
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ceiling off, cotton is going to go to 50, 55, and possibly 60 cents. I 
think that will definitely establish the price of cotton for the future 
crops that are coming up. 

Now you may say that the great production will take care of it, but 
I do not think that is so. I think we are going to need every bale 
of cotton that we can produce. Right at this moment we have had to 
restrict the export of cotton, 

The CuarrmMan. We never should have exported it. 

Mr. DiSauie. Because of the shortage of supply. 

The Cuatrman. We never should have shipped cotton over to 
Europe under the Marshall plan, 

Mr. DiSauxe. Should our production of cotton in this next crop 
exceed the estimates, we still will be able to export every bale of cotton 
that we have over and above our domestic needs, and so I do not see 
an oversupply of cotton any time in the near future, especially with 
our defense effort being stepped up. The more wool shortages that 
occur, the more we are going to convert to cotton and other substitutes 
for wool. So this is an integrated problem. 

The Cuarrman. Is not wool above parity? 

Mr. DiSauie. It is. We placed a ceiling at the same level. But 
with wool we also have this problem of imports. We are importing 
two-thirds of our wool at this time. 

But I say this: That more important than actually the price of 
cotton is this—that once we recede from our position on cotton, we 
will be asked to recede in every other field that we are attempting to 
control, and your control program is going to go to pieces. 

The Vick CuarkMan. You can control it on textiles. 

Mr. DiSatie. Surely. And the other people will say, “Don’t con- 
trol it at this level, control it at another level.” 

The Vice Cuatrman. I want to file this statement. 

(The statement referred to follows :) 


STATEMENT ON CoTToN PRICE CEILINGS 


The general ceiling price regulation of January 26 established ceiling prices 
on cotton on the basis of the prices in effect on cotton delivered from December 
10 to January 25 inclusive, except in the case of cotton sold by producers. 

The regulation also established ceiling prices on the processed and tmanu- 
factured products of cotton, which protect the consumer. 

1. The effect of the regulation bas been to establish different ceilings for each 
seller and to abrogate most of the unfilled contracts for forward delivery, As a 
result the marketing system is paralyzed. The futures exchanges are Closed 
as they cannot function under the regulation and the movement of cotton from 
producer to dealer to mill is effectively blocked. The control program threatens 
the destruction of the cotton-marketing system, which is admittedly the most 
efficient and least expensive in the world. 

2. Ceilings on raw cotton are not feasible. Establishing a ceiling on raw 
cotton would entail the inspection of every one of the fifteen-million-odd bales 
annually distributed to determine the individual quality, weight, and condition, 
and an assessment of the value. Enforcing such a ceiling would entail the 
policing of each individual bale through the more than 2,000,000 farms on which 
cotton is produced, through tens of thousands of locations and tens of thousands 
of hands. Sueh action would require a tremendous organization and incur 
enormous costs. The assignment is wholly impracticable. 

3. Ceilings could not be effective because of the possibility of evasion and mis- 
representing values. Because of this an attempt at control through ceilings 
would inevitably result in widespread black marketing which would break down 
the integrity of the trade reputation. In all probability the result would be that 
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costs of cotton to the mills would be increased by more than the price would 
obtain in the event the markets are left to operate freely. 

4. Therefore, inasmuch as ceilings on raw cotton would not be effective and 
inasmuch as other steps can be taken which should immediately be amended to 
exempt from control raw cotton in bale form, 

5. By means of the cotton export controls established by the Government, the 
prices of cotton on the domestic market have been stabilized at levels from 20 
to 25 cents per pound under the price of foreign growths on the world markets, 

6. At the same time the Government has taken off all restrictions on plant- 
ing and is encouraging an expansion in production about 60 percent greater 
than this season. Government actions tending to destroy the marketing system 
will certainly break down the producers’ confidence in the market and thereby 
greatly discourage planting and the attainment of the 16,000,000-bale goal in 
1951, which is clearly the only effective means of balancing supply and demand 
and therefore of preventing unwarranted inflation. 

7. Sufficient cotton is available in the domestic market to meet mill require- 
ments for the remainder of the season until the new crop becomes available. 
Mills are now covered up to S85 percent of their aggregate requirements until 
the new crop is available. Adequate supplies for United States mills can be 
assured and prices can be stabilized for the remainder of this season by con- 
tinued use of export controls and by price controls on cotton goods. Next season 
stabilization of price can be achieved by stimulating production, export control, 
and control of prices on cotton products. 

8. To guard against an unwarranted advance in cotton prices in the first 
few days the market is open, a stabilization program can be developed in lieu 
of a rigid ceiling which is unoperable. Such a stabilization program could 
include the immediate sale of remaining CCC stocks, checking speculative buy- 
ing on cotton-futures exchanges and arrangements to prevent a flood of price- 
fixing orders on the futures exchanges. 

The Vice Cratmran. I want to tell you now that I know something 
about cotton and all phases of it. I think you ought to have some- 
body down in your agency that knows cotton. 

Mr. DirSauie. We do have several people. 

The Vice Cuarrman. I understand you do not have. 

Mr. DiSatur. We have several people. 

The Vice Cuamman. I cannot understand why you do not take it 
up with the Department of Agriculture as this Department is recog- 
nized by the entire cotton industry. 

Mr. DiSauie. We have. 

The Vice Cnamman. And the people in the Commodity Credit 
Corporation who have studied it so much. 

Mr. DiSauie. We have many discussions with the Department of 
Agriculture on this subject, have had both before and after the regula- 
tion was written. 

The Vice Cuamman. If you continue what you are attempting 
to do, put a ceiling on raw cotton, you are going to see chaos in the 
industry. Iam here to tell you that now. 

Representative Rarns. Because you cannot grade it. That is only 
the opinion of the man at the gin. You will say one grade and [ 
will say another. You cannot do it. It cannot be done. 

Mr. DiSauxe. I understand there is quite a difference in the min- 
imum grade of cotton even now. 

Senator Carenarr. How do you propose to handle this, Mr. 
DiSalle? 

Mr. DiSauie. We are drafting a regulation at this time that at- 
tempts to control cotton by the grade. 

The CuarrMan. You cannot do it. 

Senator Carenart. That is the raw cotton, the farmer’s price? 
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Mr. DiSautie. Mr. Creekmore, who I understand runs the New 
Orleans Exchange—I am not sure—was in the office with one of these 
cotton groups, and he said if we would take the ceiling off cotton at 
this time, they would give us help in helping to write such a regula- 
tion and felt it would be possible. 

The Vice Cuatrman. He said what? I did not hear what you said. 

Mr. DiSatte. Creekmore / 

The Vice CuatrMan. Yes; what did he say? 

Mr. DiSauie. He said they would give us some assistance in writing 
a regulation. 

The Cuamman. Provided you take the ceiling off? 

Mr. DiSatte. Yes. 

Senator Carenmarr. You propose to put a ceiling at what price ¢ 

Mr. DiSaute. At the present price. 

Senator Carenarr. Forty-five cents ? 

Mr. DiSauie. Forty-five cents. And we feel the exchanges can 
operate within that figure. 

Senator CarenArr. Now I went to ask this question: Do you pro- 
pose to do the same thing on meat, on animals? 

Mr. DiSaute. On animals, yes; eventually on the livestock itself. 
Now, we have a slaughter level which we think roughly approximates 
the ginning level in cotton. 

Senator Carenarr. How do you handle it at slaughter level ? 

Mr. DiSatxe. Place a ceiling at the slaughter level. 

Senator Careuarr. A ceiling at which the slaughterer pays the 
farmer ¢ 

Mr. DiSauie. At which the slaughterer can sell. 

Senator CareHart. His meat? 

Mr. DiSauie. Yes. 

Senatod Carrnarr. What do they propose to do with corn? 

Mr. DiSauuie. Corn is below parity at this time. We have no 
problem. 

Senator Carrmart. What is parity on corn? 

Senator Roperrson. I think it is considerably below parity. 

Senator Carrnart. What do you propose to do on oh nein 

Mr. DiSauue. They are above parity. 

Senator Carenartr. You mean parity on soybeans is $3.25 a bushel ? 

Mr. DrSauze. I do not know what it is right at this time, but it is 
above parity. You see only 13.8 percent of the food items are subject 
to firm control, 18.6 percent are subject to flexible control, and 7.6 
percent are entirely exempt from control. 

Representative Parman. Do you have the parity figures there ¢ 

Mr. DiSauie. I just have the figures as to what are subject. 

Senator Roperrson. Mr. Chairman. 

The CHAIRMAN. Senator Robertson. 

Senator Rozertrson. I have got to go in a few minutes, and I would 
like to get one concrete proposal before Mr. DiSalle before I have 
to leave. 

I recognize his preblem is a tough one, and I know what we put 
in this bill, and that is a tough assignment. We told him to control 
prices and wages—head off inflation. We put that in there. But 
when we came to agricultural products we wrote in subsection (3) 
under (d) of section 402 that he could not freeze agricultural prices 
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below the highest of two points. One is the May-June level and the 
other is parity. Now cotton is above both. 

We represent a good many processors, and we recall they got caught 
in ® squeeze in the last war and had to discontinue some items they 
thought were sold at too low a price, and shifted around to novelty 
things—shirts at $5 that previously sold for $2.50, all that kind of 
stuff. 

Here is the language put in here for the processors: 

In establishing and maintaining ceilings on products resulting from the proc- 
essing of agricultural commodities, including livestock, a generally fair and 
equitable margin shall be allowed for such processes. 

Now I am not going to sit here and try to tell Mr. DiSalle to seek 
to control the price of the finished goods and allow reasonable profits 
to the processor, and not do anything at all about the price of cotton 
that goes to the processor. 

I represent a lot of interests here. We do not have many farmers 
producing cotton, but they produced about 60,000 bales, and I want. to 
see them fairly treated. We have a number of cotton mills, of which 
the Dan River Mills is the largest, and one of the largest in the 
United States. Then we have over 3,000,000 people using cotton, and 
sometimes we have weather in Virginia comparable to what we have 
now in Washington, and I would not like to see them reduced to a 
“G-string.” 

But I have a suggestion here from the president of the Dan River 
Mills which I submitted to one of the biggest brokers from Memphis, 
and he said it is sound. I have discussed it with several Senators, 
and they said it would be helpful. I mailed a copy of it several days 
ago to Mr. DiSalle, but he tells me this morning it has not been 
received. 

I want to read it for the benefit of Mr. Johnston and Mr. DiSalle 
and members of this committee because I think it is a chance where 
we might get some modification of the restrictions on the exchange 
which would be helpful, both in moving cotton on into the processing 
level, and some reassurance to the farmers that they are going to 
have a market. 

Senator Stennis, who wanted to come here, said : 

I am not asking that the farmers be given an inordinate profit on producing 
cotton, 

He said: 

As a matter of fact, about S5 percent of the crop is already in the hands of the 
dealers and the mills, but I am thinking about what is going to happen down 
nu Mississippi when planting time comes if the farmers think that they are not 
coing to get an adequate return, if they run into the boll weevil, and all that 
sort of thing. 

A crop that was expected to produce 16 or 17 million bales produces 
only 10 million bales. I do not think all the rise of cotton is due to the 
drop in production, but certainly some of it is. Some of it is due to 
speculation, because there was a quick advance as soon as the report 
was issued that we had a very short crop. There was an immediate 
advance that many thought was out of proportion to what the market 
should pay, and the price was bid up. Others held back for a higher 
price which they managed to get. 
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I would not undertake to say what is going to be incentive to our 
farmers. Some of them may feel like this cow that the man wanted 
tc sell to the president of a business machine corporation. He told me 
about opening a dairy in New York and that he had heard of a neigh- 
bor who had a cow for sale. He went over to see him and said, “What 
is the breeding of the cow?” 

He said, “Mister, I don’t know anything about the breeding.” 

He said, “How much milk a day does she give?” 

He said, “I never bothered to measure the milk. I want to tell you 
she is a friendly cow and will give you all the milk she has got.” 

We may have some friendly farmers that are going to produce all the 
cotton they can, I don’t know. I would not try to go into that field, 

I want to read this. | Reading:] 

Understand DiSalle is going to appear Wednesday before the “watchdog” 
committee of which you are a member. Would like to recommend that trading 
on cotton futures exchanges be allowed with restrictions on speculation and a 
limitation of price advance necessary to protect public interest. Entire cotton 
trade is now demoralized and we cannot buy cotton from any source. Also badly 
in need of clarification of section 3 general ceiling price regulation, “ceiling prices 
for all sellers for commodities or services sold in base period, your ceiling price for 
sale of a commodity or service is the highest price at which you delivered it 
during the base period to a purchaser of the same class. If you did not deliver 
the commodity or service during the base period your ceiling price is the highest 
price at which you offered it for base period delivery to a purchaser of the same 
class. The offer must have been made in writing but in the case of a retailer may 
have been made by display.” 

He says that “should read ‘delivered or sold’—in applying textile 
ceiling strongly recommends escalator clause similar to the one used 
during World War IL.” 

I pass that suggestion over to Mr. DiSalle in case he could not 
follow me as I read it. L would like for him to glance at it and then 
give us some comments. That is a modification that does not go to 
the extent of taking all controls off, but in the opinion of some in- 
formed people—and I do not claim to be one of them—this would 
be very helpful to the cotton trade. 

The CHAtrmMan. Does not the Agriculture Department recommend 
the textile level rather than the gin level ? 

Mr. DiSauxe. The last time | talked to them they had a new posi- 
tion on it. 

The Cuarman. Off the record. 

(Discussion off the record.) 

The Cuamman. I come from a State that produces a very high 
percentage of the print cloth in America. We produce more cotton 
goods than any other State in the Union. North Carolina is next. 
We import two to three times as much cotton as we produce in South 
Carolina. Congressman Brown knows this, and he comes from a 
State that manufactures an enormous amount of cotton. 

I know people from my State and North Carolina—and they are 
the two largest textile States in the Union—believe that a ceiling 
price on cotton would be a mistake because they believe it would lead 
to just what [ am talking about—a black market—and those kind 
of operations would not be to their advantage. They have sufficient 
margin now from the price of cotton. That is the textile people. 

Mr. DiSatie. Senator, in commenting on this, we have gone into 
the possibility of raising the margin requirements, but I do not 
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think the raising of the margin requirements stops the speculator. 
He is the only one that has the money to put up additional margin. 

The Cuatrman., Is there any way we ad stop it! 

Mr. DiSatte. I doubt it. 1 doubt if there is any way you can 
eliminate the speculator from this picture. 

Senator Ronerrson. What about the limitation of price advance? 

Mr. DiSauue. The limitation of price advance necessary to pro- 
tect the public interest. We are willing to talk about that. 

Senator Roperrson. And the revision of that language to cut it 
down to two simple words—“delivered” or “sold”—so they know just 
what is what. 

Mr. DiSatte. I think that is a technical thing we can clarify, but 
the limitation of price advance necessary to protect public interest, 
I doubt that the exchange people would accept a limitation. 

The Cuarman. Have you taiked this over with the cotton as- 
sociations ? 

Mr. DiSauue. I have hardly done anything else in the past few 
weeks. 

Senator CarrmArt. May I ask this question: Have you given any 
thought to the Government purchasing all the cotton produced next 
year, say, at 45 cents a pound? 

Mr. DiSatte. | have not given thought to that. I think it is rather 
a radical departure. 

Senator Carenart. It covers the situation of complaints. 

Mr. DiSauie. Yes; it would. 

You see the problem is this: What does the average producer get 
on his cotton? What did he get last year? 

The CuarrmMan. You have crop failure in one section versus another 
section with an abundant crop. 

Mr. DiSautie. I mean generally we could establish an average. 
Could anybody tell me that ¢ 

The Cuaiman. The price of cotton? 

Mr. DiSauie. The price the average producer himself gets. 

The Cuairman. I would say last year he got about 28 to 30 cents but 
we had at that time 16,000,000 bales. And this year around 38 to 40, 
because most of the farmers sell their cotton when cotton comes in in 
October and November. This year we only have 10,000,000 bales, and 
unfortunately, as Mr. Trigg so often pointed out, the difference be- 
tween 10 and 16 million bales has resulted in a tremendous advance. 

Mr. DiSautie. Most of the cotton has been sold already. 

The Vice Cuamman. You mean the 1949 cotton at 530 cents / 

The CuatrmMan. Yes, around 28. 

The Vice Cnatmran. This year it is around 40, 

Mr. DiSauie. I do not see where this would help anybody except 
the speculator. The producer is rid of his cotton already. 

The CuarrMan. Cotton cannot now be sold. 

Mr. DiSauie. I do not see any reason for closing them. 

You do not seem to catch my point. We are not trying to get 
you not to put ceilings on the finished product. Our contention 
is that will control the price of cotton, will reach the problem just 
as well as putting it on raw cotton. You are going to destroy the 
market if you continue to put it on raw cotton. 

I want to give Mr. Johnston two briefs that I have here. 
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Senator Carenarr. Mr. Johnston, do you agree with Mr. DiSalle 
in respect to this matter ¢ 

Mr. Jounston. This is a matter I have not gotten into. It is en- 
tirely up to Mr. DiSalle, and I would not get into it until Mr. DiSalle 
made a decision and there would be an appeal to me. 

Representative Tauie. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Representative Tatie. I should like to ask, Mr. DiSalle, if you plan 
to make use of rationing in conjunction with price control, or whether 
you believe you can do the job of controlling prices without the use 
of rationing. 

Mr. DiSatie. Right at the present time supplies seem to be ade- 
quate in all fields, and we do not now see the need of rationing at this 
time or even in the foreseeable future. Of course, that is a matter that 
will have to be given some study. 

Authority for rationing, as | understand it, is reserved to the Presi- 
dent and so far has not been delegated. Many rumors, of course, are 
across the country about rationing books being printed and rationing 
books in safes, but it absolutely is not so. There are no rationing 
books being printed, nor have they been printed, nor has there been 
any study even made on the subject. 

Representative Tarte. Thank you. 

The CHamman. Senator Capehart. 

Senator Caremarr. Mr. DiSalle, have you any recommendations 
to make at the present time in respect to changes in (he existing law ¢ 

Mr. DiSatie. Senator, as I told the commitice wien I first came 
down here, my past experience has been largely legislative. If I was 
a member of the legislative committee and an administrator came 
over to me and asked me to change the law, I would ask him what the 
experience has been with it. If he is in position of saying to me, “I 
have had no experience with it except a week or 2 weeks,” L know I 
would tell him, “Before you ask us to change it, try it out for a while 
and then let us see.” 

I hope in 30 or 60 days—— 

Senator Carenarr. Does that mean every time you make a state- 
ment from now on you are not going to make the statement you 
cannot control food prices because of the law / 

Mr. DiSatxie. I would have to say this—— 

Senator Carenart. It looks to me like every time you make a public 
statement you say, “We can’t control food prices because of the way 
the law is written.” Now you tell me you have no recommendations 
for changing it. 

Mr. DiSauie. I would say that would be a statement of fact—that 
the majority of farm items are below parity and cannot be controlled. 
But I am not in a position to state whether or not the removal of the 
parity provision in the act would be required for us in order to estab- 
lish a stabilized economy sometime in the future. 

Now, if you will give us 30 or 60 days’ experience with the act, I 
think we can come before this committee and make recommendations 
as to what is necessary. 

The Cuarrman. At the present time you would not believe that 
prices below parity should be controlled ; would you ¢ 

Mr. DiSautie. Well, we cannot. 
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The Cuamman. It is the law, and that is the farmer’s insurance 
igainst high prices of machinery and fertilizer. That is why it is the 
aw. 

Mr. DrSautx. I realize a lot of Members of Congress are very sen- 
sitive about that point, but when people ask us whether we can con- 
trol food prices, we just have to state the facts: We cannot because 
they are below parity. 

The Vice Cuamman. Do you believe in the parity conc cept f * Do you 
think ceilings should be below parity on any commodity 4 

Mr. DiSacue. Actually, I have not had enough experience with it 
to be able to state an opinion. My offhand judgment is there is a great 
deal to recommend parity. As an administrator of a law, though, 
I would be in a very difficult position to come over here and say that 
one segment of our population ought to be preferred over the rest. 

The CHamman. That is the feeling we have. 

I wanted to ask you one thing. You stated you spent most of your 
time—vour ageney—hearing these cotton people. I can readily under- 
stand that. Would you mind telling for the committee’s information 
who are the cotton experts that you have ? 

Mr. DiSauie. Right at the present time we have Jack Hutson over 
there, who knows quite a bit about cotton; Ed Phelps, who dealt with 
the cotton problem under Bowles during most of the last OPA; and 
we have several economists who were very close to the cotton problem 
all during OPA days and who evidently handled it very satisfac- 
torily at that time. 

The Cuaiman. Now I want to say this on behalf of the Congress- 
men and Senators from throughout the South. For instance Senator 
McKellar asked me to express his opinion, and so did Senator Stennis 
and others. ‘They went to see the President and feel as we do. They 
want production and they don’t want black markets. 

Of course, just as you and Mr. Hutson and Mr. Phelps have been 
spending your time seeing cotton people, you can readily imagine the 
Senators and Congressmen have not been ignored. 

Mr. DiSauuie. I understand that perfectly. [know when they were 
not with us they were over here with you. I am sure of that. 

The CuarrMan. Senator Robertson asked also to ask about this 
because he had to go. It is this: It is the desire of this committee 
not to tell you what you are going to do or not going to do, but you 
said you were going to put this order in. Is that your intention be- 
fore further discussion ? 

Mr. DiSause. We have an order at the present time. We are work- 
ing on modifications that we hape will be satisfactory. 

The Cuarrman. Will you consult the Agriculture Department 
again? 

Mr. DiSauce. Absolutely. We are in constant touch with the Ag- 
riculture Department. 

The Cuamman. Let me ask you this so the gentlemen may have 
the right answer. You hope to modify this order, although you may 
not do it, but you said you are going to work with the Agriculture De- 
partment in the hopes of possibly doing it ? 

Mr. DiSatie. Yes. 

The CuarMan. Would vou be good enough to let the committee 
know immediately you publish it ? 

(Discussion off the record.) 
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Mr. DiSauie. We are going to work with these people in attempt- 
ing to work out a solution. I am sure you will find the only solution 
that will be satisfactory will be a limited market, a limited speculation 
on the exchange. 

The Cuamman. This committee is not interested in speculators, 
and I think I speak for everyone here. We are interested in keeping 
down the black market and protecting the economy of this country. 

The Vick Cuatrrman. As a matter of fact, 1 am trying to get you 
out of a hole. I know the textile formula will contro! it and will not 
interfere with the margin. 

Mr. DiSauze. One of the first things that happened when I was 
down here was a meeting with the textile people, and the textile peo- 
ple say the same thing: Now if the price of cotton is kept down, there 
will be no pressure for the increase of the end product in textiles. 

The CuairmMan. They get a margin which varies with the type of 
goods. You know that. They tell me that. 

Mr. DiSatie. We expect to look into that very carefully. 

The Cuairman. Off the record. 

(Off the record.) 

Senator Carenarr. You talked a minute ago about a plateau—that 
prices would go to a certain@lateau. How high do you expect to let 
prices go before you absolutely control them and ask this Congress to 
pass a law, if it is needed, to absolutely control prices and wages / 

Mr. DiSauie. Senator, we are not going to let prices go at all if we 
can help it: Any increases in prices will be made over our extreme 
reluctance and over our extreme opposition. 

How high will prices go before they reach a plateau is something 
that you can get as many opinions on as you have economists in the 
country. I think that you will have a 5-, 6-, or 7-point rise possibly 
in prices before you reach a plateau. 

The Cuamman. What is that? 

Mr. DiSauur. A 5-, 6-, or 7-point rise. For example, if all food 
items below parity should reach parity, you would have a 5-percent 
increase in food costs, which would give you a ~-percent over-all in- 
crease in your index. I do not think all items below parity will reach 
parity. 

Senator Carenarr. Are you going to permit every pressure group 
in the United States to have their own way about this matter ‘ 

Mr. DiSauie. Senator, I think you have seen an example of the fact 
that we do not intend to do that. 

Senator Carruarr. By virtue of the same thing, I think good com- 
mon sense has got to be used, and I think every situation—that is, every 
industry—has different problems, depending upon the background. 

Mr. DiSauie. Of course, we run into a problem of definition of 
what is common sense. But usually when a group comes in, if we dis- 
agree with them, they say that is not common sense. 

Senator Carenmarr. What about personnel? Are you going to get 
any Republicans appointed on these jobs throughout the country? 
There are a lot of them out of work. 

The Vice CuarrmMan. Senator, I do not think you have any ground 
to complain now. 

Mr. DiSauie. I think you are entitled to an answer on that. I 
would say our organization at this time is 65 percent Republican, 

Senator Carenarr. You mean here in Washington ¢ 
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Mr. DiSauue. Washington and through the field. You see we have 
had to get our business commodity specialists from business gener- 
ally, and it is awfully hard to find Republicans in Texas and South 
Carolina to take these jobs. 

The Cuairman. I will say this much. I have never made a recom- 
mendation. Is that a fact? 

Mr. DiSauie. That is right. 

Senator Caprnarr. Can you point out to me a single Republican 
who has been appointed a State director? 

Mr. DrSatix. I do not know. Some of them, I do not know what 
their politics would be. In reading the newspapers I understand that 
some of them claim to be Republicans, some of them claim to be Inde- 
pendents. 

The CuarrmMan. I would like to read this letter into the record 
which I wrote to Mr. Valentine when he came down here. | Reading. ] 

This is to confirm my conversation with you during which I stated that I do 
not wish to recommend anyone for the position of State administrator for 
price controls in South Carolina. It would be unwise, unfair, and unjust for 
me to recommend someone against whom complaints and charges of maladminis- 
tration may be brought. As chairman of the Joint Committee on Defense Pro- 
duction, which is charged by the Congress with the responsibility for overseeing 
the administration of the authority granted iff the Defense Production Act, it 
will be necessary for me to investigate the complaints and charges which will 
undoubtedly be made. 

It is my hope that you will be able to appoint some man of prominence who, 
regardless of party or national polities, would be willing to give up his business 
or profession for whatever length of time may be necessary in order (to serve 
his State and his country in this responsible position. 

That was written December 12, and I have never been on the phone 
since, and I do not intend to be. I have not written you or called you 
to recommend anyone for a position. Is that not correct ? 

Mr. DiSauue. Yes; that is correct. You have never asked. 

Senator Carruarr. Are the personnel in the States and Washing- 
ton here being approved by the Democratic national chairman ? 

Mr. DiSauie. That is one of the greatest exaggerations I have 
heard, Senator. 

The Cuarrman. I want to say that I am a member of the national 
committee, and they did write me one letter asking me to recommend 
a lawyer. 

The Vice Cuatrman. Off the record. 

( Discussion off the record. ) 

Senator Carenarr. My question is: Are the employees of this 
organization being cleared by the Democratic National Chairman ? 

The Cuamman. Well, who does? Make a check on who gets posi- 
tions, because the people should know. 

Mr. DiSauir. They are not. The Retail Credit Co., of Washing- 
ton, D. C. The appointments are made by me after independent 
investigation. We got recommendations so far—Senator, I want to 
say this: About 80 Members of the Senate have made recommenda- 
tions. 

Senator Carenarr. I do not see anything wrong in that. 

Mr. DiSauie. And 350 Members of the House. But eventually the 
appointments are made by me, subject to the independent checks we 
make on these people. 
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Senator Carpruarr. The way I am handling it, if anybody writes 
me, I send it to you or Mr. Johnston or somebody else to do with as 
you see fit. 

Mr. DiSauie. That is right. 

Senator Carrenarr. The least I can do if a man writes to me is 
to send the letter to you. That is what I am doing and all I am 
doing. 

Mr. DiSauie. We are happy to get the recommendations because 
a good many times we turn up some very good people who ordinarily 
would not come to my attention. 

Senator Carruarr. Mine are not recommendations, I am simply 
passing on to you the name of a man who thinks he would like to 
work for you. You use your own judgment as to whether you want 
to hire him. 

Mr. DiSauue. That is right. 

Senator Carenarr. Then the answer is that the personnel are not 
being cleared by any political organization in any of the States or 
nationally ¢ 

Mr. DiSauue. I want to make this distinction. There are recom- 
mendations being made but our appointments are not cleared. 

Senator Carenarr. I understand they are your appointments, but 
are you appointing only those that have been cleared ¢ 

Mr. DiSauie. I don't believe, Senator, there has been 

The Cuamman. I want to put this on the record. I am a member 
of the national committee from South Carolina, and certainly 1 was 
not consulted about any appointments and did not expect to be, and 
none of the national committee have consulted with me except in the 
instance of the one lawyer's name sent to me. 

Mr. DisSauie. They have not been interfering. There hasn’t been 
a single man appointed that somebody told me had to be appointed— 
not a bit of that kind of pressure. 

The Cuaimman. Anybody can send a name down. I do not mean 
that. 

Mr. DiSanue. Senator Capehart, I think maybe you would be inter- 
ested in knowing this, and members of the committee, that on every 
man that we consider for appointment to a top administrative position 
we secure from a national credit rating association an independent 
check as to his family habits, his business background, his financial 
responsibility, his reputation in the community, his health habits, and 
after showing that check to a couple of people who questioned it, 
they said, “Well, we couldn’t pass it ourselves.” 

Representative Rains. A while ago, Mr. DiSalle, a question was 
asked about wages, and you said you had nothing to do with con- 
trolling wages, which we know, of course. What about liaison be- 
tween the controlling of wages and the controlling of prices? 

Mr. DrSauie. Did I say that? 

Representative Rains. I understood you did. 

Senator Carenarr. I think it was asked of Mr. Johnston. 

Mr. Jounstron. I was asked about control of wages, and I said no, 
he did not control wages. 

Mr. DiSauuie. There is effective liaison through Mr. Johnston of 
price-wage relationships. , 

Representative Parman. Mr. Chairman, on this question of parity 
of farm products, I dislike to see a price placed on raw cotton for 
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these reasons: No. 1, I think it would be very difficult of enforcement, 
if enforcement would be possible at all. 

No, 2, we want adequate production in view of the expensive items 
of production that have risen in the last year or two. 1 do not know 
just what the price would be. 

At the same time, I realize that Congress has given these gentle- 
men a mandate, and that mandate was to keep the] price of producers 
protected to the extent that prices would not be fixed below parity. 
1 think more of that than I do of fixing prices above parity. And as 
much as I dislike to see prices fixed on cotton, I would certainly prefer 
a price fixed on cotton to a change in the law below parity. 

In other words, I want to preserve that, and I do not want to be in 
the position of saying that we do not want any controls on farm 
mara aw at all. 

The Cuarrman. I feel as vou do. 

Representative Parman. If we resist any kind of price control above 
parity, we almost place ourselves in that position. Now we have got 
a good logical consistent argument on the below-parity business, and 
I do not want to weaken that argument by resisting any controls on 
farm produc ts above parity. 

The CuarrmMan. Parity is the farmer’s share of the dollar, is not that 
your understanding ¢ 

Representative Parman. Sure it is. 

Mr. DrSauie. Here is a statement, Congressman, that tends to sup- 
port | your position unt 

The Vice Cuairman. I thought the main weapon to control infla- 
tion was production. You know if you put a ceiling below parity you 
will not get production. 

Representative Parman. That is right. 

The Coarrman. Off the record. 

(Discussion off the record.) 

Representative Rains. Some of the big mills in my State, Mr. Di- 
Salle, are canceling war contracts which they have already entered 
into for the Army and the Navy because they say they cannot be 
assured they are going to get this cotton. Have you had any pressure 
from the mills on that? 

Mr. DiSauie. Not up to this point. 

Representative Parman. The price of cotton, Senator, is pretty 
good right now. You know not only do you get 45 cents a pound— 
I think at actual farm level 42 or 43. 

Senator Carrnarr. Forty-six or forty-seven in New Orleans, the 
highest in history. 

Representative Parman. I am talking about the actual farmer who 
produces it. The farmer also gets a good price for seed. You see in 
a 500-pound bale he gets about a half a ton of seed and that half a ton 
of seed is worth $50. We used to sell cotton, seed and all for $50. 

The Cramman. 1 ‘nfortunately, the farmer sells his crop in the fall, 
September-November. 

omental ive Parman. Except those who get loans on it, of course. 
I think they got a million bales in loans. 

The Cuairman. Well, there is one thing that we would like to ask 
Mr. Johnston and Mr. DiSalle that we asked of Mr. Wilson yester- 
day. Mr. Wilson agreed with us, and I think you gentlemen will, 
too, and that was the possibility of setting up a liaison office some 
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place so that the Senators and Congressmen can be advised where 
they can really find out what is what without having to annoy you 
gentlemen. If you can have some top-flight people that will know the 
answers to someone who might come down, it will save you a lot of 
headaches and save us a lot. 

Mr. DiSauix. Mrs. Woodhouse has been trying to keep this com- 
mittee informed. 

The Cuaiman. And doing a fine job, but I think you are going to 
need more than that as time goes on. We appreciate all she has done. 

Representative Parman. May I offer another observation on this 
price control enforcement. If you had some way—I don’t know 
whether it is possible or not—of taking a little town like I was reared 
in, of 1,000 people, and telling those people, * You have been consuming 
so much meat and so much flour and so much of the basic materials, 
and we are going to make it possible for you to continue to get a certain 
ratio based t upon that historical base, but no more than that”—for the 
reason that then when a cheater comes in, a chiseler and a black mar- 
keteer, he is harming those local people, and they will have some per- 
sonal interest in trying to stop it, whereas if you make that Nation- 
wide a jury will believe, “Well, that is Kalamazoo. Some people 
there might have been harmed, but it does not hurt us.” ‘There is no 
sentiment for enforcement, not zealous enforcement of the law. 

Mr. DiSauie. Congressman, last week we issued a request to the 
mayors of communities 10,000 and up to form committees, mayor's 
committees, on these controls so We can disseminate information to 
the community. 

Representative Parman. Have you considered something like that / 

Mr. DiSauue. Yes. 

Representative Parman. Do you think it is possible, practical ¢ 

Mr. DiSaue. | think it is possible. 

Representative Parman. Even in a loose fashion, I think it would be 
better than not-at all, because you place some local responsibility there 
and some desire on the part of local people to see their own neighbors 
are not cheating. 

Mr. DiSauve. I think it is very important. 

Mr. Jounsron. It has a lot of merit. 

The Cuamman. Another thing is you put ceilings on prices at the 
highest prices, and I notice in the paper this morning that some of the 
the cafeterias in the Government business were smart and raised the 
prices, and others raised them at the wrong time and you rolled those 
back. You have a lot of headaches there or will have. 

Mr. DiSauze. Not so much. I understand the cafeteria of the 
Department of Agriculture was rolled back. 

The CHAtrMAN. Representative Patman. 

Representative Parman. Judging from the past, whichever date 
you suggest is the wrong date, and whichever price you suggest is the 
wrong price. Whatever you do is going to be wrong in the minds of 
a lot of people who have tremendous influence and power 

Mr. DiSauie. We always have our choice between seven or eight 
bad situations. 

The Vice Cuatrman. Off the record. 

(Discussion off the record.) 

Senator Carrnarr. What has been the public acceptance? What 
has your mail shown / 








26 DEFENSE PRODUCTION ACT 


Mr. DiSatie. We have a lot of complaints from people who expected 
a roll-back, some of them back to 1946. And, of course, there have been 
some statements made in Congress that we froze holes in people’s 
pocketbooks, and things of that kind. 

Senator Carenart. Have you had a lot of mail? 

Mr. D1Saute. No, not too much; not as much as expected. It has 
been averaging about 2,000 letters a day—about a thousand letters 
in the nature of complaints about not rolling back prices and freezing 
at too high a point, and the other thousand are letters asking for 
interpretation and clarification. So the mail is relatively light. 

The Cuatrman. One more thought, and then I am through. I un- 
derstood Mr. Johnston to say he did not enter into the picture until 
you did something and he was appealed to; is that correct ? 

Mr. Jounston. That is right. 

The CHamman. Now everybody is going to be after us. All the 
Senators and Congressmen went down to see the President, and a 
good many talked to Mr. Brown and me yesterday, and in the in- 
terest of harmony—you heard the statement I made. Now it would 
be safe, as I construe your remarks, to say this: That you have issued 
an order freezing cotton at gin prices at 45 cents? 

Mr. DiSauie. Something like that. 

The CuarrMan, But you intend to consult the Agriculture Depart- 
ment again with an idea that an amendment may be adopted or 
may not be adopted, that the Agriculture Department did think that 
prices should be frozen at the mill level, but that since that time 
they perhaps may have changed their mind ¢ 

Mr. DiSauue. That is right. 

The CHarrMan. And in answer to Senator Capehart’s questions 
where meat was concerned, that you also intend to freeze that at ap- 
proximately 125 percent of parity, which is approximately in keeping 
with cotton, but that before you put it in the Federal Register you 
will again expect to consult Agriculture ¢ 

Mr. DiSauie. We are in constant touch with them. 

The Cuairman. Before you put it in the Federal Register. Off the 
record. 

( Discussion off the record.) 

Representative Gampie. Mr. Chairman, may I ask a question? 

The Cuarmman. Certainly. 

Representative GamMsLr. We do not raise any cotton up in New 
York, but did I understand you to say you did not think it was neces- 
sary that the cotton exchanges be closed under this order? 

Mr. DiSauie. That is right. 

Representative Gamsie. Would you explain why that is? 

Mr. DiSaure. I think they can operate. For example, we are 
drawing up an order—I do not know whether it is ready or not— 
on the other exchanges where the foods are below parity, and they 
will be permitted to operate. We feel that we could issue a clari- 
fication of the regulation which would permit the exchanges to open 
and to operate with the highest price that they can pay—I mean 
the highest spot quotation during the base period from December 19 
to January 26. We feel that they could operate on that basis, but 
[ am certain the exchange people are not satisfied with that. They 
want to take that highest spot out of there so new highs can be 
achieved. 
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Representative Gamste. They closed the exchanges voluntarily ¢ 

Mr. DiSauyie. They sure did. 

Representative Gamsie. You had nothing to do with the closing 
of them ¢ 

Mr. DiSatte. That is right. 

The Vice Cuairman. I would like to ask this question. I notice 
when you passed the freeze order the papers said it was not a freeze 
on raw cotton. 

Mr. DiSauze. At the producer level. There is not at the producer 
level. 

The Vice Cuatrrman. Not on raw cotton at all, it was on textiles. 

Mr. DisSauie. I do not know what quotation you are referring to. 

The Vice Cuamman. That was the first release the papers had 
about controls. 

Mr. DiSatie. We said that cotton was not frozen at the producer 
level, and the regulation is very clear on that. 

Senator Carenarr. You did freeze it at all levels above the pro- 
ducer ¢ 

Mr. DirSatie. From the gin level on up. 

Senator Carenarr. How does it happen today on the New Orleans 
Exchange that cotton reached its highest point ¢ 

Mr. DiSaute. I do not know. 

The Vice Cuatrman. It is not open. 

Senator Carenarr. It is not open now. It went to 46.7. 

The Cuarrman. I can explain that very easily. A gentleman 
bought cotton for 45 cents and you froze that. There is nothing to 
stop me as a gin house paying 47 cents and regrading and selling it or 
buying it in the seed. 

Mr. DiSauie. That is right. 

The Cuamman,. That is where I am afraid you are going to get into 
trouble with the black market. 

Representative Gameie. Mr. DiSalle, you also said you would like 
to see how things work out and maybe might work out in 30 to 60 
days. I am deluged with people that work on the New York Cotton 
Exchange up in Westchester County, and they are wondering how 
they are going to live and the employees are going to live, and why this 
is not upsetting the economic situation if they are going to continue 
to be closed. 1 do not know what to tell them. Is there any hope of 
them reopening / 

Mr. DiSauxe. I think all the exchanges can operate, including cot- 
ton. It wasa voluntary closing on their part. 

Representative Gameie. What is the answer? 

Mr. DiSatie. Maybe they have not had the time to go home and 
open up. They have been here all the time. 

Representative Gameie. I was just wondering what the answer is 
to the telegrams I am getting, and when are we going to get our ex- 
change open. Your answer is that they can open up if they want to, 
and you think they can and still operate ? 

Mr. DrSaure. Yes. I think we could give them a clarification 
which would permit them to operate if they so desired. 

Representative Gamer. That is in the works, is it, the clarification / 

Mr. DiSauie. Yes. 

Representative Gampie. Thank you, sir. 
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Senator Careuartr. You are not controlling the price between two 
farmers / 

Mr. DiSatte. No. 

Senator Caprnarr. If a farmer wants to sell another farmer a 
thousand bushels of corn, he can sell at whatever price he can get / 

Mr. DiSatie. That is right. There is no ceiling on the raw com- 
modity at the farm level. 

Representative Parman. However, on corn, Senator, there is no 
price fixed anyway because it has not reached parity. 

The Vice CuarrMan. If a farmer wants to sell a bale of cotton to 
a buyer in any town, that is under the freeze order. 

Mr. DiSatie. Which? 

The Vice Cuamrman. Suppose a farmer wants to sell 10 bales of 
cotton toa cotton purchaser. That is frozen, 

Representative Rarns. He could sell before he had ginned it but not 
after it was ginned. 

The Vick Cuatrman. He cannot sell the cotton until it is baled and 
it is still raw cotton. The gin only took the seed out of the cotton. 

Representative Rains. The argument is whether or not processing 
changes raw cotton, and we always regarded it as raw cotton until 
manufactured in some kind of cloth. 

Mr. DiSautie. We offered to try to work out something on that 
basis by defining, and the exchange people were not satisfied with 
that. 

Senator Carenarr. Are the cattle people satisfied to have you 
control the prices of cattle? 

Mr. DiSatte. You mean which cattle people—buyers or sellers? 
We always have to ask that question, Senator. The buyers are always 
satisfied with ceilings, the sellers are not. 

Senator Carenarr. I see. 

( Discussion off the record. ) 

Senator Careuarr. You gentlemen realize this law expires on 
June 30? 

Mr. DiSauie. That is right, I certainly do. 

Senator Caprnarr. Are you going to wait now until June 15 to 
offer suggestions for improving the act ? 

Mr. DiSauuie. I am hoping that we might have some suggestions 
for you May 1. I understand the President is going to give a message 
on it February—— 

The CuatmrMan. Yes. 

Mr. DiSauie. February 15, is it? 

The Cuamman. I do not know exactly the date, but he said he was. 

Representative Parman. I think it would be a lot better if Congress 
would take the initiative in a case like that, because you put these 
fellows in the position of insisting on and trying to preserve their 
jobs and protect themselves, just like Tighe Woods. 

Senator Carenarr. I agree with that, excepting they, and they 
alone, know the weakness in administration of the law. 

Representative Gamete. We will not know unless they tell us. 

The Vice Cuatrman. Off the record. 

( Discussion off the record.) 

Representative Tatie. Mr. Chairman. 

The Cuairman. Yes. 








ee eee eee 


Robs ete 





as 





* 


FN, 


Se 


eae 


DEFENSE PRODUCTION ACT 29 


Representative Tate. Has your organization contemplated the use 
of consumer subsidies, and has there been any demand for consumers’ 
subsidies in your mail or otherwise / 

Mr. DiSatie. There has been no demand in the mail for it. There 
has been discussion of the subject. We are not in position at this time 
to ask for them or even to ask your committee to consider them. 

Representative Tatte. For which I am most grateful, 1 may say. 

Representative GAMsBLe. Soam |. I represent eaters. 

The Cuarmman. Now a lot of people have been talking to us about 
roll-backs, and if you do not want to answer the question, do not 
answer it. I construed the statement you made and the order you is- 
sued some time ago, on which you were misquoted—that is not a ceil- 
ing on cotton when sold by the producer of that commodity ¢ 

Mr. DiSauue. That is right. 

The Cuatrman. I understand that was not a roll-back but that was 
a freeze. If vou do not want to answer this do not do so, Have you 
any idea of considering any further roll-back of prices at this time / 

Mr. DiSautte. We hope 

The Cuatrman. If you do not want to answer—it is a tough ques- 
tion. 

Mr. DrSatie. I would be glad to answer it. We are going to con- 
sider, and we hope to obtain, some roll-backs when the margin regu- 
lations are adopted. We feel there has been an expansion of margins 
since Korea, and we hepe with contraction of those margins to achieve 
some roll-backs. There are a good many manufacturers and whole- 
salers and retailers that did not expand their margins. In those cases 
you may get an increase in prices, but I think it will pretty weil level 
off. 

The Cuatmman. What about the big corporations! I speak of 
them that way so as to identify them. You have these large Govern- 
ment contracts in some instances on new material for the armed serv- 
ices, Which they have never made before, and it is more or less guess 
work as to what it is going to cost. Do you think the present renego- 
tiation contract is sufficient to cover that, or should we strengthen it / 

Mr. DrSauie. I would think the renegotiation feature ought to 
cover it. Of course we have no ceilings on those. 

The Cuarrman. I understand, 

Mr. Johnston, who handles that? 

Mr. Jounsron. General Harrison. 

The Cuatrman. He is going to have charge of that? 

Mr. Jounstron. Yes. 

The Vick Cuamnman. Off the record. 

(Discussion off the record.) 

Representative Parman. Does the act specifically exclude interest 
rates from consideration by the Price Administrator, Mr. Chairman ? 

Representative Rains. Does the Price Administrator have author- 
ity to set interest rates? 

Representative ParmaNn. I am just asking the question. 

The Cuarrman. I do not know. 

Representative Parman. I would like to know what the act says 
about it. 

The Cuamman. There is no express aytnern 

Representative Patrman. That can be highly inflationary. You 
see they have raised interest rates 300 percent on short-term securities 
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in the last few months. I think the Price Administrator ought to 
look into that. 

The CHamman. My information from the clerks here is it does 
not. 

Representative Parman. Why do they say that it does not? I 
want to know where in the act that is excluded. This sets off prices and 
wages. 

The CHatrmMan. It is not exempted. 

Representative Parman. If it is not exempted, it ought to be con- 
sidered. I think it is highly inflationary. 

Mr. DiSautie. Are we not restricted to commodities and services / 

Representative Parman. That is a service—interest rates—for 
money. 

The Vice CHarmman. Off the record. 

(Discussion off the record.) 

The Cuamman. My information from the clerks is there is nothing 
on it at all, and Mr. DiSalle agrees with me. 

Mr. DiSauze. That is right. 

The Cuarrman. Private interest is completely controlled by the 
Federal Reserve Board. 

Senator Carrnarr. You exempted interest in the order / 

Mr. DiSatie. You just got the answer that interest is completely 
controlled by the Federal Reserve. 

Senator Carenarr. You exempted interest in your order here. 

The CHairman. Mr. Johnston, do I understand you to state that 
after Mr. DiSalle has completed an order, and there is a complaint 
on his order, it should then be addressed to you: is that correct ? 

Mr. Jounston. That is correct. 

The Cuarrman. I do not want to make a misstatement. 

Congressman Patman. 

Representative Parman. Title IV, section 401, subsection (b), says: 

To the extent that the objectives of this title cannot be attained by action 
under subsection (a), the President may issue regulations and orders estab- 
lishing a ceiling or ceilings on the price, rental, commission, margin, rate, fee, 
charge, or allowance paid or received on the sale or delivery, or the purchase 
or receipt, by or to any person, of any material or service, and at the same 
time shall issue regulations and orders stabilizing wages, salaries, and other 
compensation in accordance with the provisions of this subsection. 

Now, my construction of that is this: Since the President has dele- 
gated to Mr. Wilson to Mr. Jolinston to Mr. DiSalle the powers he 
possesses under this act, that you have the power and the authority 
to fix interest rates. That is just a country lawyer’s opinion. 

(Discussion off the record. ) 

Senator Carrenarr. I believe Mr. Johnston made the statement 
the other day that proper fiscal controls would make this Price Con- 
trol Act unnecessary. 

Mr. Jounston. That is right. 

Senator Carenarr. Would you care to expand on that ? 

Mr. Jounsron. I think this upward spiral of inflation has been 
caused primarily by fears—fear of higher prices, or fear of short- 
ages. And in order to buy commodities people have not only cashed 
in their savings, but they have also borrowed very extensively. Com- 
mercial loans have gone up 6.2 billion dollars since Korea. Loans of 
insurance companies, savings and loan institutions, have risen pro- 
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portionately. People are borrowing in order to buy because they 
are fearful of the purchasing power of the dollar at some future date, 
or because they are afraid of shortages. 

There is not now the inflationary pressures due to an unbalanced 
budget that will occur again probably later on this year. 

The Cuarrman. If you do not mind being interrupted, Mr. Wilson 
testified here yesterday that $55,000,000,000 would be spent between 
now and June 30 of next year on commodities, on manufactured prod- 
ucts alone, for the Army and the Navy. That did not include the 
pay of the men or the salaries or any of that, but only included their 
equipment, so to speak—55 billion. That is what I presume, Mr. 
Johnston, you have in mind when you say what is going to happen. 

Mr. Jounston. That is right. 

We have got a problem which I think you gentlemen should be 
familiar with. I think I should explain that Mr. Wilson has the 
very broad powers on production and control of prices. He was 
delegated by the President the control of stabilization of the economy, 
and he has redelegated that authority to me. I have redelegated seg- 
ments of it—control of prices to Mr. DiSalle and control of wages 
to the Wage Stabilization Board, of which Mr. Ching is chairman, 
and there will be others. 

And then under the act I must consult and advise concerning many, 
many other things which have a stabilizing effect upon the economy. 
As an illustration, Mr. DiSalle sent me a memorandum the other 
day that the Armed Forces were buying 15,000,000 pairs of shoes. 
Do they need those 13,000,000 pairs of shoes now? They may. We 
have not gotten into it as yet. Do they need them now or can they 
be spread over a more protracted period? It is perfectly obvious 
that the purchase of 13,000,000 pairs of shoes now will have a tre- 
mendous inflationary effect upon the hide market and the mannfactur- 
ing market. ‘The same is true of woolen cloth for the armed services, 
and many other things. 

Also we must begin to get under control the purchase of raw mate- 
rials from abroad. As an illustration take wool, which has a pro- 
found effect upon the cost of living and the low-end clothing prices. 
You cannot hold low-end clothing prices at the present level because 
the price of wool is greatly higher than it was when the wool was 
purchased to make the present clothing in the retail stores. Conse- 
quently, as manufacturers buy wool at these higher prices, Mr. Di- 
Salle is going to have to give price relief to woolen manufacturers 
so they can manufacture clothing. 

Those are some of the inflationary pressures which are in the works. 
The same is true of many other items besides wool. 

Take tin, for instance. One manufacturer was in to see me day 
before yesterday. He buys 18,000 tons of tin a year. He was paying 
for tin a year ago, I think, some 71 cents a pound. It is now about 
$1.80 a pound, and he buys 18,000 tons of tin a year. 

The same is true with rubber and copra and hemp and industrial 
diamonds, and a whole group of other things. 

We are going to have to torte to bring those under control from 
abroad by probably—let me not say probably, but let me say that 
we are investigating whether we should buy those, whether the Gov- 
ernment should buy them from abroad to try to hold the price in 
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check. Maybe we should be awfully tough about the things that we 
buy from abroad by being tough with the price we sell the things 
they buy from us. Maybe we can control it in some way. 

The question of interest rates that you mentioned is another prob- 
lem involved. There are whole series of problems which make up the 
total picture of economic stabilization. 

I think that we ought to consider this situation something in this 
way: Prices started to rise just after Korea, and there was a feeling 
on the part of many that they would reach a new plateau and level 
off there some time in the fall. Now they did not reach a new plateau. 
Instead of that they increased more rapidly in December than they 
had in November, and they increased more rapidly in January than 
they had in December, until the curve went right straight up. So it 
became necessary to do something about these prices, and we put on 
immediately, without really the proper machinery to coordinate them, 
we put on wage and price controls, 

Price controls were put on by Mr. DiSalle’s office subject to my 
signing the order. -Wage controls were to be put on by Mr. Ching’s 
board subject to my signing the order. But the Wage Stabilization 
Board would not freeze wages. They refused to do so. Neither man- 
agement nor labor on the Board would vote for freezing the wages. 
So it was necessary for me to issue the order freezing wages. 

Senator Carrnarr. Why would they not vote for freezing wages? 

Mr. Jounstron. Labor would not vote for freezing wages because 
they said they were entitled to increases; they do not believe in limit- 
ing wages. 

Senator Carrnarr. And management ? 

Mr. Jonunston. Management would not vote for it because they 
said wages were an integral cost of their cost picture, and they should 
be allowed to control the price of wages. So neither would sign. The 
public members were willing—I beg your pardon—one of the public 
members was not willing to sign it. 

Representative Tauute. Mr. Chairman? 

The Cuarrman. Mr. Talle. 

Representative Tate. May I inquire, in connection with that point, 
was the question raised as to simultaneous action in controlling prices 
and controlling wages? 

Mr. Jounsron. Yes, we felt it should be done simultaneously. 

Representative Tauie. And the law is quite clear on that ? 

Mr. Jounston. The law is quite clear. That is one of the reasons 
we did not roll back prices, because we thought wages and prices must 
by law be frozen simultaneously, and let’s be realistic—you cannot 
roll back wages simultaneously. You cannot take out of a fellow’s 
pay check what he has received already. We are trying to be realistic 
about it. 

Representative Tarte. While I have the opportunity, I would like 
to make an additional comment on textiles. Mr. DiSalle must not 
only consider the prices of textiles in a control program, but in con- 
junction with prices he must take into account the quality of clothing 
and other textiles. 

Mr. Jonnsron. Yes. 

Representative Tate. It is not an easy problem. 

Representative Parman. Pardon me. The question is not fixing 
wages; it is stabilizing wages under the act. 





A nn el. 

















a a 


wad 


DEFENSE PRODUCTION ACT 33 


Representative Tate. That is right. 

Mr. Jounsron. Stabilizing. 

Representative Gameie. 1 would like to have a definition of what 
stabilizing is. 

Mr, Jonnston. I might say before prices were frozen we secured an 
ODM order which will allocate materials to low-end clothing lines, 
so we will continue to manufacture low-end clothing and not get into 
the same pitfalls that occurred in the Second World War, in which 
the manufacturers upgraded items and simply made high-priced 
items and forgot about low-priced items completely. So from now 
on that cannot occur. 

(Discussion off the record.) 

Mr. Jounsron. Shall I go on? 

The Cuarman. Yes. 

Mr. Jounstron. I will go on to give you some of the problems 
involved, 

Mr. DiSalle, who froze prices, found he had many inequities, which 
he is struggling to correct—and these inequities will continue to plague 
him for a few months. They will continue because there are many 
raw materials in the pipeline at higher prices that are being sold to 
retail stores today as Anished products. Until these are adjusted, 
the cost of living will inevitably rise some. You just cannot stop it. 
Mr. DiSalle can roll back some prices, but there are other he is going 
to have to advance. 

Now on wages. The wage problem is a very, very difficult one, 
because there are some workers whe have received, since January 
1950 as high as 21 percent in wage increases, without taking into con- 
sideration all the fringes, such as pensions and vacations, and turkeys 
at Christmas, and all the other things. There are some workers who 
have received nothing. So you have the problem of trying to make 
an equitable adjustment, arriving at some equitable formula in which 
wages can be stabilized. That is not an easy thing to do because the 
inequities in the economy are so great—probably greater than they 
have been at any other period in our history. It is extremely difficult 
to write a formula which will not be inflationary and at the same time 
will grant the workers of America their part or what they think is 
their part. And it is a problem which we are struggling with night 
and day. I was up to midnight last night on the problem, arguing 
all its angles. 

I do not know what the ultimate outcome will be. All I can tell you 
is we must get a wage-stabilization policy out soon because there are 
thousands of contracts that have expired and on which all collective 
bargaining has stopped because we have no stabilization policy on 
wages. 

The Cuatrman. Let me ask you this. Here is a letter, and I will 
appreciate it if you will drop me a memorandum with your ideas. 
This man claims the Walsh-Healey Act interferes tremendously with 
this wage stabilization. Do you concur in that ? 

Mr. Jounston. I would not go that far. I am not sure. 

The Cuamman. You look this over if you do not mind. 

Mr. Jounston. I will be glad to give you a reply on it. 

( Discussion off the record.) 

The CHairnman. Go ahead. 
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Mr. Jounston. These are some of the problems we are struggling 
with. It is only natural that labor would like to have wages unfrozen 
and prices frozen. It is only natural that many businessmen would 
like to have wages frozen and prices unfrozen, just as it is only natural 
that agriculture would like to have a parity for its products. And in 
all of these things we must try to bring about an odiestusent, and we 
are going to try pretty vigorously to do it. 

In this process, you gentlemen know as well as I do, we are going to 
step on a lot of toes. We are going to have to. 

I would like to have the privilege of coming to this committee often 
and telling you some of our problems and asking your counsel and ad- 
vice. You have been here many years, many of you, and you know 
much more about this than I do, and your counsel, and advice, in my 
opinion, will be very valuable, invaluable as a matter of fact, in de- 
termining some of these very tough problems that lie ahead. 

Representative Parman. Mr. Chairman, I would like to ask Mr. 
DiSalle another question. When did you issue this price freeze order, 
Mr. DiSalle? 

Mr. DiSatre. January 26. 

Representative Parman. That includes everything under your 
jurisdiction, does it not? 

Mr. DiSatre. That is right. 

Representative Parman. Everything. If interest was included in 
your jurisdiction, it was included, too? That is if. 

Mr. DrSatue. If it was. 

Representative Parman. I am prefacing it on the “if. 
included. 

Mr. DiSauie. If it was included; yes. 

Representative Parman. It is frozen, too? 

Mr. DiSatie. That is right: if it was included. 

Senator Carenart. Is it included in the act ? 

Representative Parman. I think so. I think clearly it is. 

Mr. DiSauie. We are in disagreement on it. I think the act refers 
to materials and services. 

Representative Parman. Of course, the use of money is service— 
a bookkeeping transaction for one thing. 

Mr. DiSauuie. I did not see where interest appeared in any of the 
discussions before either the House or the Senate Banking and Cur- 
rency Committees. 

Representative Parman. Out of 10,000,000 articles of commodities, 
you did not see very many discussed. You are not going to exclude 
one because it is not specifically mentioned, are you? 

The Vice Cuamrman. Off the record. 

(Discussion off the record.) 

Representative Gamsie. You spoke of the purchase of 13,000,000 
pairs of shoes. Have you the authority to make the Armed Forces 
spread that over a period rather than buying it today? 

Mr. Jounson. No, sir; but Mr. Wilson has. 

Representative Gamn.e. He has? 

Mr. Jounston. Yes. 

Representative Gamair. Well, T am glad to know somebody has. 

Mr. Jounston. After I found the facts, I would make recommenda- 
tions to Mr. Wilson as to what action to take. 
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Representative Gamate. It certainly can only result in one thing, 
and that is increased price, as you say, and a pretty heavy drain on 


the hide market. 
Mr. Jounston. There are many instances of that kind, hundreds of 


them, I suppose. 

Representative GamBie. Oh, yes. 

Mr. DiSauie. There is no place where we get more pressure for 
immediate action than we do from the military. 

Representative Gambie. We find that so, too. 

(Discussion off the record.) 

The Cuarman. Are there any other questions ? 

If nothing further, the meeting stands in recess. 

( Whereupon, at 12:25 p. m., the h -aring was recessed to reconvene 


at the call of the Chair.) 
(The following was inserted for the record :) 
UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
February 8, 1951. 


FarM PRICES IN THE Price Conrrot PicrurE 


A number of recent public statements have created the impression that 
agricultural commodity prices are unreasonably or disproportionately high in 
relation to prices of other consumer goods or to wages or to the farmer's costs. 
This impression is not warranted by the facts. 

Other statements indicate that food prices are exempted from price control. 
This also is not true. On the contrary, the food products now included in the 
freeze order represent about 40 percent of the total food cost in the BLS con- 
sumers’ price index. 

Still other statements seek to show that farmers have been given special or 
privleged treatment in the laws and regulations providing for inflation control. 
Again, this is not true. 

The purpose of this statement is not to deny that prices of some foods and 
farm commodities have substantially increased but rather to show where they 
really stand in our economy of general prosperity and full employment. 


1. How high are farm prices? 

It is true, of course, that prices received by farmers for many commodities 
have risen in recent months and are now high in relation to their own history 
But the same is true of most other raw and finished goods. For example, since 
the Korean outbreak, tin has gone up more than 138 percent, aluminum over 
78 percent, lead nearly 50 percent, chemicals about 27 percent, and textiles 
82 percent. In the same period, prices received by farmers have advanced 
21 percent. 

Prices received by farmers have still not reached their previous record level, 
while farmers’ costs have gone up on to new record heights. On the other 
hand, corporate profits, wages, and average personal incomes are setting new 
records, 

Here are major facts about farm commodity prices and farm income which 
should be considered in the present situation: 

(a) Most prices of farm commodities to the producer are below parity.— 
The statutory measure of fair relationship between prices received by farmers 
and prices paid by farmers. Some are above parity—meats in particular—but 
these are now under the same type of control that applies to all other prices. 

Much has been made of the fact that the farm commodites selling below parity 
are free to rise and thus increase the cost of living before becoming subject 
tocontrol. But if all farm commodities now below parity should reach the parity 
level, consumer food costs would rise less than 5 percent, and this would mean 
less than a 2 percent rise in the over-all cost of living. 

Moreover, it is extremely unlikely that such a rise will occur. Prices on 
potatoes and oranges represent about a third of that 5 percent difference ; those 
prices have been about 50 percent of parity and there are no current indications 
of substantial rises. Also, canned fruits and vegetables now in the warehouses 
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and grocery stores are from last year’s crops, already sold by the farmer ; thus, 
there is no farm price of those commodities to be increased. 

(b) Food prices have risen less than prices of some other commodity groups 
in the BLS consumer price inder.—From June to December, food went up 5.3 
percent while clothing rose 6.2 percent and house furnishings rose 10.6 percent. 


Consumers’ price indcxr: Cost of goods purchased by wage earners and low- 
salaried workers in large cities, United States (1935-39=100)* 





Percentage 
F December | chance from 
June 1980 1950 June to De- 
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! Bureau of Agricultural Economics, compiled from Retail Price, Bureau of Labor Statistics. 


As shown by the table above, rents were relatively stable. Exclude rents from 
the computation and it will be seen that the other items of the index rose approxi- 
wately the same as food. 

(c) The average of all farm commodity prices is just now overcoming the 
drop it took in 1948 and 1949,—The drop in farm prices averaged 24 percent, while 
nonfarm prices and wages were either dropping very little or continuing upwerd. 

As of January 15, prices received by farmers were still 2 percent below the 
January 1948 peak. While receiving lower prices, farmers had to continue 
peying high prices, with the result that their net realized income went down 
3 years in a row. 

Net income realized by farm operators dropped from almost $18 billion in 
1947 to about $16.5 billion in 1948, about $14 billion in 1949, and about $13 billion 
in 1950. If prices had not risen substantially in the latter part of 1950, farmers’ 
net income for that year would have been further appreciably reduced. 

(d) No other major segment of our economy went through such a severe 
economic setback.—In fact, corporate profits after taxes, following a small 
decline, have gone on up to bew records and are now running about 32 percent 
above the 1947 rate. For 1950 as a whole they were 18 percent above 1947. 
Wages have gradually risen, and hourly earnings of factory workers in 1950 
were 18 percent above the 1947 level. 

Corporate profits after taxes amounted to $18.5 billion in 1947, went up to 
$20.9 billion in 1948, were at $17 billion in 1949, and reached a new record peak of 
$21.9 billion in 1950. In the last quarter of 1950, they were running at an 
annual rate of about $24.5 billion. Factory wages were $1.24 per hour in 1947, 
$1.46 in 1950, and for December were $1.54. 

(See attached chart for these and other comparisons. ) 

It is sometimes said that it is unfair to compare recent trends with levels 
reached in 1947, the all-time high year for agricultural income, Other com- 
parisons can be made. For example, for the last quarter of 1950 as compared 
with the prewar period 1935-89, food prices had siightly more than doubled, but 
consumers’ disposable income per capita was more than 24 times the prewar 
level. Also, in 1950 income from agriculture was running 24 times the 1935-39 
average, while nonagricultural income was almost 344 times and corporate prolits 
more than 6 times 1935-39. 

It should also be remembered that until the carly part of the recent war, 
agriculture had not fully recovered from its long depression of the 1920's and 
early 1930's. Comparisons based upon depression conditions are completely 
unfair. Comparisons with postwar benchmarks at least measure how the 
various segments of the economy have been doing recently. 

(¢) Food is a better bargain for the average person today than in the prewar 
period.—Those people whose incomes have kept up with the average can buy 
with 19 percent of their disposable income the same diet that required 23 percent 
of their disposable income in 1935-39. It is true, of course, that persons whose 
incomes have substantially lagged behind the general rise are at a disadvan- 


sn hee 














DEFENSE PRODUCTION ACT 37 


tage—some seriously. They have a real problem which requires the sympathetic 
attention of the whole public. However, agricultural commodity prices in gen- 
eral cannot be geared to the needs of the disadvantaged group as long as other 
prices are left at high levels. The result would be to drive farmers out of busi- 
ness and disrupt production at the time we most need a strong, highly productive 
agriculture. 

(f) Prices of many farm commodities have very little relationship to con- 
sumer prices.—Several examples give this picture clearly: 

The cotton in a shirt now selling for $3.50 to $4 probably did not bring the 
farmer more than 30 cents. 

A 16-cent can of tomatoes represents about 3 cents of gross income to the 
farmer. 

The corn in a can retailing at 19 cents brought less than 2% cents to the 
producer. 

Onions which were selling in stores in November for 5.7 cents a pound had 
been sold by the farmers for a little over 1 cent. 

When milk leaves the farm, it immediately goes into a distribution and proc- 
essing system that almost doubles its price in a few hours. 

The wheat in a loaf of bread that sells for 15 to 16 cents brings the farmer only 
about 234 cents. It is interesting to note that the retail price of bread has gone 
up 1.7 cents a loaf since June. If this were due entirely to a rise in the price of 
wheat, it would mean that wheat had gone up $1.12 a bushel. Actually, the 
farm price of wheat in January was only 16 cents a bushel higher than it was 
before the Korean outbreak. 

Although the farmer is getting a larger share of the consumer's food dollar 
than a year ago (now about 51 percent) this is still considerably smaller than 
the share received by the farmer in several recent years. In 1945 and 1946 the 
farmer's share averaged 54 and 53 percent, respectively. From January of 1943 
through September 1948, the farmer’s share did not go below 50 percent in any 
month. 

(9) Causes of price rises in agricultural commodities are somewhat different 
from the causes of price rises in nonfarm commodities generally.—Prices of 
many manufactured items tend to rise because market supplies are being low- 
ered in order to permit increased production of military goods. Most agricul- 
tural commodities, on the other hand, are available in record and near-record 
amounts, but demand is increasing as consumer incomes increase. 

These considerations emphasize the importance of abundant production in 
the job of keeping prices of agricultural commodities at reasonable levels. On 
the other hand, it should not be taken for granted that agricultural production 
can be increased enough to meet all of the rising demands. 

(h) The public does not ask manufacturers to produce military goods at less 
than fair returns.—On new defense plants, rapid depreciation is permitted in 
order to reduce tax liability. Under the Defense Production Act, Government 
agencies encourage financial institutions to lend money to defense producers by 
guaranteeing the lenders against loss. The Government itself may lend money 
for the expansion of productive capacity, the development of technological proc- 
esses, explorations, and mining. The Government often makes advance com- 
mitments to buy what is produced. 

Many agricultural commodities are of such importance that, if necessary for 
expansion of produetion, the public (through Government) would undoubtedly 
make to farmers some of the same concessions and guarantees that it makes 
to manufacturers and other producers of defense goods: Some such devices 
oe become necessary if agricultural prices were depressed in relation to other 
prices. 


2. Are farm products exempted by law from. price control? 

No. Prices of all farm commodities are subject to control as soon as they 
reach a legally specified level, 

Important farm commodities were-put under price control in the price-wage 
freeze order issued by the Economic Stabilization Agency, January 26. Among 
them were meat animals, wool, cotton, cottonseed, rice, and flue-cured tobacco. 


8. How does the law define the level at which a ceiling may be placed on an 
agricultural commodity? 

No ceiling may be established below the parity price or the highest price 
received by producers during the period from May 24 to June 24, 1950. Both 
levels are subject to adjustment for grade, location, and seasonal differentials. 
Except in a few unusual situations, those provisions apply generally. 
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4. Under the law, must ceilings be high enough to permit fair margins for 
processors? 

Yes. The law says. “That in establishing and maintaining ceilings on products 
resulting from the processing of agricultural commodities, including livestock, 
a generally fair and equitable margin shall be allowed for such process- 
SS) 

5. Does the law specify the lowest level at which ceilings may be applied to 
wages and to prices other than farm commodity prices? 

Yes. The standard for both is the May 24—June 24 level, but exceptions are 
permitted. Prices found to be abnormal in that period can be adjusted to a 
representative level. Provision is also made for adjustment of hardships and 
inequities. Controls on wages, salaries, and other compensation must not be 
“inconsistent with the provisions of the Fair Labor Standards Act of 1938, as 
amended, or the Labor Management Relations Act, 1947, or any other law of 
the United States, or of any State, the District of Columbia, or any Territory or 
possession of the United States.” 


6. Is the prohibition against below-parity ceilings for farm products inconsistent 
with other price and wage provisions of the law or with accepted govern- 
mental principles? 

No. The law seeks to achieve certain purposes, including the control of infla- 
tion, by means which are fair and equitable. In consequence, its provisions are 
based upon certain standards contained in previous legislation—minimum stand- 
ards for wages and working conditions in the field of labor and the parity or 
fair price measurement for farm products—as well as a general provision for 
normal or representative prices. 

If the old standards of equity were to be abandoned, new legal standards 
would have to take their place or be improvised by administrators from day 
to day. 

Neither agriculture nor business nor labor nor any other segment can properly 
be asked to bear controls first, alone, or inequitably. Such action would be 
neither effective nor fair. All must bear the responsibility together. 

Parity is the fairest available measure of equitable prices for agricultural 
products. 

Parity never increases until after prices of goods bought by farmers have 
increased, and then only by enough to balance the increases in prices and 
cost rates paid by farmers. When prices paid by farmers go down, parity 
goes down. 





RETAIL FOOD PRICES AND WEEKLY EARNINGS OF FACTORY WORKERS 
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OPA officials, reviewing price control experience during World War II, con- 
cluded in a publication issued in 1947 that “* * * it does not seem possible 
that anything other than parity could have been adopted by OPA as an admin- 
istrative method of measuring generally fair and equitable prices for agricultural 
commodities.” 





FARMERS’ INCOME AND CORPORATE PROFITS 
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Calculated from data on total and nonagriculture) personal income published 
by the Department of Commerce. 1950 data partly estimated. 














